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DEPARTMENT  OF  HOUSING  AND 
URBAN  DEVELOPMENT 

Office  of  Assistant  Secretary  for 
Community  Planning  and 
Development 

24  CFR  Part  570 

[Docket  No.  R-80-782] 

Community  Development  Block 
Grants;  Subpart  F— Small  Cities 
Program 

AGENCY:  Department  of  Housing  and 
Urban  Development  (HUD),  Assistant 
Secretary  for  Community  Planning  and 
Development. 

ACTION:  Final  rule. 

SUMMARY:  This  rule  revises  Subpart  F 
the  Small  Cities  Program  regulations,  of 
the  Community  Development  Block 
Grant  Program.  Most  of  the  changes 
clarify  existing  policies  and  procedures, 
but  substantive  changes  are  made  as 
follows:  (1)  reducing  the  weight  of  the 
needs  factors  and  giving  equal  weight  to 
the  two  poverty  needs  factors;  (2) 
adding  Comprehensive  Grant  program 
impact  criteria  dealing  with  economic 
development  and  energy  conservation; 

(3)  increasing  the  weight  of  the  Single 
Purpose  Grant  program  impact  factor; 

(4)  combining  the  two  criteria  about 
State  growth  and  resource  coordination 
plans  and  regional  centers  into  a  single 
factor;  (5)  basing  Areawide  Housing 
Opportunity  Plan  (AHOP)  points  on 
acceptance  of  responsibility  in  achieving 
the  AHOP’s  goals  for  metropolitan 
applicants  and  eliminating  AHOP  points 
for  nonmetropolitan  applicants;  (6) 
adding  an  energy  conservation  or 
production  factor;  (7)  and  replacing  prior 
Single  Purpose  and  Comprehensive 
Grants  citizen  participation 
requirements  with  a  single  set  of 
requirements  that  apply  to  both  types  of 
grants. 

EFFECTIVE  DATE:  September  15, 1980. 

FOR  FURTHER  INFORMATION  CONTACT: 

Richard  J.  Kennedy,  Small  Cities 
Division,  Office  of  Community  Planning 
and  Development,  Department  of 
Housing  and  Urban  Development, 
Washington,  D.C.  20410,  202-755-6322. 
(This  is  not  a  toll  free  number.) 
SUPPLEMENTARY  INFORMATION:  On 
March  1, 1978,  regulations  governing  the 
Small  Cities  Program,  formerly  the 
Discretionary  Grant  Program,  were 
published.  With  the  exception  of 
clarifying  and  other  minor  changes 
published  June  26, 1979,  these 
regulations  have  not  been  changed  over 
three  program  years  (fiscal  years  1978, 
1979,  and  1980).  This  stability  has 
enabled  small  cities  and  other  eligible 


applicants  to  become  familiar  with  the 
Program  and  to  use  it  to  their  maximum 
advantage. 

Three  years  of  experience  with  the 
Program,  however, ‘have  shown  that 
some  improvements  should  be 
considered.  These  include  clarifying 
existing  policies  and  procedures, 
eliminating  or  modifying  some  of  the 
Program’s  provisions,  and  adding 
provisions  that  will  make  an  applicant’s 
program  easier  to  design. 

HUD  published  a  proposed  rule  in  the 
Federal  Register  on  April  8, 1980  for 
public  comment.  This  proposed  rule 
dealt  with  all  changes  made  in  the  final 
rule,  with  the  exceptions  of  the  new 
energy  factor  and  the  reference  to  the 
Cost-Effective  Energy  Conservation 
Standards.  These  energy-related 
considerations  were  published  as  a 
proposed  rule  for  public  comment  on 
May  7, 1980  in  the  Federal  Register. 

HUD  received  54  comments  in  response 
to  the  April  8  proposed  rule  and  one 
comment  in  response  to  the  May  7 
proposed  rule.  HUD  considered  each  . 
comment  in  developing  this  final  rule.  It 
is  not  the  intent  of  this  final  rule  to 
disrupt  the  continuity  of  the  Small  Cities 
Program  with  major  changes.  The 
changes  made  are  relatively  limited  and 
do  not  substantially  alter  the  Program 
with  which  the  public  is  already 
familiar. 

The  Department  has  determined  that 
an  environmental  impact  statement  is 
not  required  with  respect  to  this  rule.  A 
copy  of  the  Finding  of  Inapplicability  is 
on  file  and  available  for  inspection  in 
the  Office  of  the  Rules  Docket  Clerk, 
Room  5218,  Department  of  Housing  and 
Urban  Development,  451  7th  Street  SW., 
Washington,  D.C.  20410. 

This  rule  is  listed  as  item  number  CPD 
24-79  in  the  Department’s  semiannual 
agenda  of  significant  rules,  published 
pursuant  to  Executive  Order  12044.  The 
Small  Cities  Program  is  listed  in  the 
Catalog  of  Federal  Domestic  Assistance 
under  the  number  14-219,  Community 
Development  Block  Grants/Small  Cities 
Program.  As  explained  in  §  570.435, 

OMB  Circular  A-95  applies  to  this 
Program. 

Beginning  with  some  general 
comments  from  the  public  in  response  to 
the  proposed  rules,  the  following 
paragraphs  explain  the  revision  to  the 
Small  Cities  Program  regulations  and  the 
public’s  corresponding  comments.  With 
limited  exceptions,  each  change  is 
separately  discussed.  The  exceptions 
are: 

1.  Corrections  for  typographical 
errors. 

2.  Changes  in  references  made  for 
conformity  with  new  paragraph 
designations. 


General  Comments  in  Response  to  the 
Proposed  Rule 

One  commentor  suggested 
establishing  a  set-aside  for  use  by  States 
in  awarding  funds  to  small  cities.  In  the 
April  22, 1980  Federal  Register,  HUD 
published  a  separate  proposed  rule 
about  State  participation.  That  rule 
would  permit,  on  a  demonstration  basis, 
a  very  limited  number  of  States  to 
participate  to  a  greater  degree  in 
selecting  Small  Cities  Program  grantees. 

Another  commentor  requested  that 
the  role  of  Areawide  Planning 
Organizations  (APOs)  be  highlighted. 
Although  not  specifically  enumerated  in 
the  regulations,  there  are  several  ways 
APOs'  contribute  to  the  Small  Cities 
Program.  These  include  preparing 
areawide  analyses,  providing  small 
cities  assistance  in  preparing 
applications,  and  developing  Areawide 
Housing  Opportunity  Plans. 

%  570.420  General. 

The  five  objectives  listed  in  paragraph 
(b),  Program  objectives,  are  based  on 
statutory  language  which  explains  the 
purpose  of  the  Community  Development 
Block  Grant  Program.  HUD  has  not 
adopted  the  two  suggestions  for 
additions  to  these  Program  objectives, 
because  the  suggestions  are  not  based 
on  statutory  language.  HUD  has, 
however,  expanded  the  third  objective 
to  include  providing  housing  choice  in  a 
revitalizing  neighborhood,  enabling  low 
and  moderate  income  residents  to  avoid 
displacement. 

In  paragraph  (c),  Eligible  applicants, 
the  reference  to  entities  described  in 
§  570.403(b)(1),  (2),  and  (3)  as  eligible 
applicants  to  undertake  activities  in  new 
communities  is  deleted  for  two  reasons. 
First,  there  entities  have  received  set- 
asides  from  the  Secretary’s 
Discretionary  Fund  in  each  year  since 
the  inception  of  the  CDBG  Program 
(fiscal  year  1975),  and  second,  none  of 
them  has  participated  in  the  Small  Cities 
Program. 

Paragraph  (g),  Restrictions  on 
applying  for  grants,  has  been  reworded 
to  clarify  that  States  and  counties  may 
submit  two  applications,  one  Single 
Purpose  and  one  Comprehensive,  if  at 
least  one  application  is  in  behalf  of  one 
or  more  other  units  of  general  local 
government.  All  other  applicants  are 
limited  to  one  application.  This 
paragraph  also  states  that  each 
applicant,  except  States  and  counties, 
may  be  included  in  only  one  application 
in  any  fiscal  year. 

Paragraph  (h),  Method  of  selecting 
grantees,  lists  several  sources  of 
existing  information  that  an  applicant 
can  use  in  its  preapplication.  To  this  list 
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is  added  data  from  the  Bureau  of 
Census,  since  this  is  acceptable  and 
often  used  data.  Sometimes,  particularly 
when  the  decennial  Census  data 
becomes  outdated,  existing  information 
is  not  sufficient  to  document  a 
community’s  needs,  the  expected 
benefits  of  a  project,  or  other  important 
facts.  Local  surveys  are  then  necessary, 
which  is  now  recognized  and  suggested 
in  this  paragraph.  As  now  noted, 
paragraph  (h)  does  not  apply  to  the 
needs  data  (§  570.424(a)— (b)  and 
§  570.428(a)— (b)),  which  HUD  already 
has. 

One  commentor  suggested  limiting 
areawide  analyses,  one  source  of 
existing  information,  to  those  prepared 
by  Areawide  Planning  Organizations 
(APOs}.  HUD  does  not  believe  this  is  a 
useful  restriction.  The  phrase  “areawide 
analyses"  does  include  those  prepared 
by  APOs. 

Paragraph  (i),  Data,  now  clearly  states 
what  Census  data  is  used  to  rate  the 
needs  factors  (§  570.424(a)-(b)  and 
§  570.428(a)-(b)).  The  data  used  is  the 
most  recently  collected  which  can  be 
applied  to  every  applicant  in  a 
metropolitan  or  nonmetropolitan 
competition. 

The  phrase  "as  a  result  of  such  a 
finding”  is  deleted  from  the  end  of  the 
first  sentence  in  paragraph  (j),  Previous 
audit  findings.  Deletion  of  the  phrase 
means  that  HUD  will  no  longer  accept  a 
preapplication  from  an  applicant  with 
an  outstanding  monetary  obligation, 
regardless  of  whether  or  not  it  resulted 
from  an  audit  finding.  In  addition,  a 
preapplication  in  behalf  of  a  unit  of 
general  local  government  which  has  an 
outstanding  audit  finding  or  monetary 
obligation  will  not  be  accepted. 

In  previous  competitions,  a  few 
applicants  with  zero  points  for  program 
impact  have  been  selected  for  funding, 
not  because  their  program  impacted 
their  identified  needs,  but  because  of 
high  scores  for  other  selection  factors. 
Therefore,  the  first  sentence  in 
paragraph  (k),  Program  Design,  now 
reads:  “The  program  as  a  whole  must 
principally  benefit  low-  and  moderate- 
income  persons  and  directly  impact  on 
the  applicant’s  needs.”  The  last  phrase 
is  added  to  state  that  HUD  will  not 
invite  applicants  whose  programs  are 
determined  during  the  rating  process  to 
have  an  insignificant  impact  on  their 
identified  needs.  To  correct  an 
inaccuracy,  the  word  "persons”  replaces 
“families”  in  the  last  sentence. 

Paragraph  (1)  Activities  outside  an 
applicant's  boundaries,  replaces  former 
paragraph  570.421(g),  Urban  counties 
and  metropolitan  cities  because  the 
modified  paragraph  applies  to  all 
applicants,  not  just  States  and  counties. 


This  paragraph  originally  carried  a 
prohibition  against  use  of  Small  Cities 
Program  funds  in  metropolitan  cities  and 
urban  counties.  A  few  eligible  counties 
applying  to  the  Small  Cities  Program, 
however,  have  proposed  activities 
located  in  metropolitan  entitlement 
cities.  In  each  case,  the  applicant  stated 
that  the  activities  were  appropriate  to 
meeting  the  applicant’s  needs  and 
objectives  and  were  designed  to  serve 
all  residents  in  the  county.  Each  county 
determined  that  its  proposed  activity 
could  only  logically  take  place  in  the 
entitlement  city.  HUD  considered  each 
preapplication  and  where  appropriate, 
waived  the  regulation.  To  achieve  equity 
for  all  applicants,  this  paragraph  is 
changed.  Where  the  proposed  activity  is 
specifically  demonstrated  to  be 
appropriate  to  meeting  the  applicant’s 
identified  needs  and  objectives,  the 
applicant  may  use  Small  Cities  Program 
funds  to  undertake  activities  in 
metropolitan  entitlement  cities  or  urban 
counties. 

§  570.421  Preapplications  and 
applications  by  States  and  counties; 
joint  preapplications  and  applications. 

One  commentor  stated  that  the  “in 
behalf  of’  and  “joint  application” 
options  prevent  small  cities  from 
building  their  own  administrative 
capacity  and  should  be  eliminated.  Four 
commentors,  however,  wrote  that  these 
options  are  valuable,  giving  small  places 
a  better  chance  to  be  funded  by 
allowing  them  to  borrow  administrative 
capacity.  Because  of  the  advantages, 
these  options  are  retained. 

According  to  three  commentors,  cities 
sometimes  have  a  greater  administrative 
capacity  than  counties  and  should  be 
allowed  to  apply  in  behalf  of  counties. 
Since  counties  may  contract  for  a  city’s 
administrative  services,  HUD  has  not 
added  this  option. 

The  purpose  of  cooperation 
agreements  is  now  stated  in  paragraphs 
(b),  Preapplications  and  applications  in 
behalf  of  others,  and  (c)  Joint 
preapplications  and  applications.  A 
cooperation  agreement  delineates 
responsibilities  of  the  State,  the  county, 
and/or  the  participating  unit.  Paragraph 
(b)  repeats  HUD’s  policy  of  holding  the 
applicant  responsible  for  compliance 
with  applicable  laws  and  regulations. 

One  commentor  stated  that  an  “in 
behalf  of’  application  allows  a  county  to 
earn  outstanding  performance  points 
regardless  of  the  record  of  the  city  in 
which  activities  take  place.  Since  the 
county  is  the  applicant,  this  is  true. 
Applicants  are  rated  for  outstanding 
performance  points,  and  must  meet 
threshold  requirements  as  well. 
Consequently,  if  a  city  performs  poorly, 


this  will  reflect  upon  the  county  and 
may  affect  threshold  considerations  for 
future  grants.  The  cooperation 
agreement  provides  a  mechanism  for  the 
county  to  require  a  city  to  meet  the 
county’s  own  performance  standards. 

Paragraph  (c)  explains  that  joint 
applications  must  address  a  common 
problem.  Five  commentors  suggested 
that  jurisdictions  be  allowed  to  submit  a 
joint  application  on  the  basis  of 
administrative  convenience  only.  This, 
however,  would  complicate  the  rating 
system  and  create  inequities  for  single 
city  applicants.  Grantees,  however,  may 
establish  joint  administrative  units  to 
administer  their  grants  to  realize  cost 
savings. 

Paragraph  (e),  Data  considerations,  is 
modified  to  clarify  which  data  must  be 
used  for  rating  the  needs  factors 
(§  570.424(a)-(b)  and  §  570.428(a)-(b)). 
Essentially,  data  from  the  smallest  area 
for  which  data  can  be  readily  and 
uniformly  obtained  for  all  applicants  in 
a  competition  is  used.  If  an  activity  is  to 
take  place  in  an  incorporated  place, 
data  from  that  place  only  is  used. 

In  rating  a  preapplication  that 
proposes  activities  in  an  unincorporated 
area  only,  data  from  the  entire 
unincorporated  area  of  the  county  in 
which  the  activity  is  to  take  place  is 
used.  Where  Census  data  exists  at  the 
township  level  for  the  State,  that  data 
may  be  used.  The  term  township 
includes  towns  in  six  New  England 
States,  New  York,  and  Wisconsin, 
plantations  in  Maine,  locations  in  New 
Hampshire,  and  townships  in  ten  other 
States.  Using  township  data  however, 
may  not  be  appropriate  for  county 
applications  in  the  competitions  in  all 
twenty  of  these  States,  for  several 
reasons.  There  is  some  geographic 
overlapping  of  township  and  municipal 
boundaries  in  some  places.  HUD  will 
not  use  township  data  for  county 
applicants  when  this  occurs  for  one  or 
more  townships  in  which  activities  are 
proposed.  In  some  States,  townships  do 
not  exist  in  every  potential  county 
applicant.  Area  Offices,  therefore,  must 
determine  whether  using  township  data 
is  appropriate  in  a  competition,  and  will 
use  it  whenever  possible. 

One  commentor  asked  what  data  is 
used  for  a  joint  application  between  a 
city  and  a  county,  with  activities  located 
in  the  city  and  in  unincorporated  places. 
In  this  case,  data  from  the  city  plus  data 
from  the  entire  unincorporated  area  of 
the  county  (or  from  the  township)  is 
used. 

§  570.423  Comprehensive  Grant 
Program  general  requirements. 

In  paragraph  (a),  Definition,  the 
phrase,  "designated  area"  is  replaced 
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with  “defined  area  or  areas”  to  conform 
with  the  definition  of  a  comprehensive 
program. 

Several  clarifying  and  conforming 
changes  are  made  in  paragraph  (b), 
Funding  commitments.  The  last  sentence 
of  (b)(1)  is  now  designated  (b)(2)  to 
emphasize  that  every  Comprehensive 
Grant  request  must  be,  by  itself  or  in 
combination  with  other  identified 
funding  sources,  enough  to  complete  the 
proposed  activities.  Paragraph  (b)(3)  is 
clarified  in  several  ways.  It  now  reflects 
the  requirement  that  an  applicant  with  a 
multiyear  commitment  must  submit,  as 
part  of  its  second  or  third  year 
application,  an  assessment  of  its 
performance  for  prior  grants. 

One  commentor  believes  the 
multiyear  funding  option  described  in 
(b)(1)  has  been  abused  and  should  be 
eliminated.  HUD  has  not  found  this 
popular  feature,  an  option  included  in 
the  Statute,  abused.  Experience  has 
shown  that  the  flexibility  of  the 
multiyear  option  is  valuable  to  many 
applicants.  It  is  retained. 

Five  commentors  who  support  the 
multiyear  commitment  requested 
eliminating  the  preference  for  previous 
hold  harmless  recipients.  This  is, 
however,  a  statutory  requirement. 

With  respect  to  paragraph  (c), 
Capacity  and  performance:  threshold 
determinations,  one  respondent 
suggested  that  if  a  prior  recipient  had 
not  drawn  down  all  its  funds  within  18 
months,  it  has  not  met  the  threshold 
criteria  for  a  subsequent  preapplication. 
As  suggested,  this  would  release 
urgently  needed  money  for  other 
communities  which  are  ready  to 
implement  community  development 
programs,  but  such  a  strict  standard 
does  not  give  HUD  enough  flexibility  to 
accommodate  legitimate  reasons  for 
delay.  HUD,  however,  has  and  will 
continue  to  strongly  stress  performance. 
As  now  stated  in  paragraph  (c),  HUD 
will  judge  a  community’s  capacity  and 
performance  as  of  the  date  the 
preapplication  is  due  in  the  Area  Office, 
based  in  part  on  the  applicant’s 
adherence  to  its  own  schedule. 

One  commentor  stated  that 
performance  criteria  should  be  clearly 
defined  and  provided  to  applicants  in 
advance  of  preapplication  deadlines. 
This  is  done  by  each  Area  Office  in  its 
annual  Review  Process  Statement.  (The 
Review  Process  Statement  provides 
detailed  information  and  guidance  to 
communities  that  are  planning  to  apply 
to  the  Small  Cities  Program.) 

Two  commentors  indicated  that  the 
information  required  in  paragraph  (c)  is 
insufficient  for  making  capacity  and 
performance  judgments.  They  suggested 
requiring  information  about  contractors, 


listing  projects  by  Census  area,  and 
breaking  out  benefits  to  minorities  and 
lower  income  persons.  HUD  believes 
that  sufficient  information  is  received 
for  the  determinations  and  that  requiring 
more  would  place  an  undue  burden  on 
applicants,  particularly  the  smallest.  In 
addition,  capacity  and  performance 
determinations  consider  compliance 
with  the  laws,  regulations,  and 
Executive  Orders  applicable  to  the 
Community  Development  Block  Grant 
program  and  resolution  of  monitoring  or 
audit  findings. 

§  570.424  Selection  System  for 
Comprehensive  Grants. 

In  the  Comprehensive  Grant  selection 
system,  there  are  now  nine  selection 
factors  and  995  possible  points  for 
metropolitan  applicants,  and  eight 
selection  factors  and  945  possible  points 
for  nonmetropolitan  applicants.  These 
changes  and  the  changes  made  in  the 
factors  are  reflected  in  the  introductory 
paragraph.  Each  factor  is  discussed 
separately  in  the  following  paragraphs. 
(Some  of  these  changes  are  repeated,  as 
appropriate,  in  the  Single  Purpose  Grant 
selection  system.) 

One  commentor  suggested  that  a  new 
factor,  benefit  to  minorities,  be  added  to 
the  selection  system.  The  CDBG 
program  requires  that  minorities  be 
accorded  equal  treatment,  and 
applicants  must  submit  assurances  to 
that  effect.  Also,  points  are  awarded  to 
applicants  with  outstanding  fair  housing 
and  equal  opportunity  records. 

Counties  and  States  are  scored 
separately  with  respect  to  the  needs 
factors.  One  commentor  believes  this 
put  smaller  cities  at  a  disadvantage. 
Rating  them  separately,  on  the  contrary, 
prevents  skewing  the  needs  scores  in 
favor  of  large  places  with  great  numbers 
of  persons  in  poverty,  protecting  places 
with  small  populations. 

(a)  Need — absolute  number  of  poverty 
persons  (75  points);  (b)  Need— percent 
of  poverty  persons  (75  points);  and 
former  paragraphs  (c)  Need — absolute 
housing  need;  and  (d)  Need— percent  of 
housing  need. 

In  the  original  selection  system,  the 
needs  factors  (absolute  number  of  and 
percent  of  persons  in  poverty,  and 
absolute  and  percent  of  housing  need), 
equaled  200  points  out  of  1025  possible 
points.  These  factors  measure  the  needs 
in  the  entire  community,  not  the  needs 
to  be  addressed  in  the  proposed  project. 
The  weight  of  these  factors,  which  do 
not  directly  relate  to  a  proposed  project, 
occasionally  allowed  poor  quality 
projects  to  rank  highly  enough  to  be 
funded.  To  counter  this,  HUD  has 
decreased  the  overall  weight  of  the 
needs  factors,  giving  relatively  more 


weight  to  factors  over  which  the 
applicant  has  more  control,  like  program 
impact,  benefit  to  low-  and  moderate- 
income  persons,  and  outstanding 
performance.  • 

In  addition  there  are  indications  that 
the  measures  of  housing  need  (the 
incidence  of  overcrowded  housing  and 
housing  lacking  plumbing),  are  declining 
rapidly  in  some  areas,  but  hot  others. 
Therefore,  the  factors  are  becoming  less 
useful  in  measuring  an  individual  small 
community’s  relative  needs,  and  give 
unfair  advantage  in  the  selection  system 
to  communities  with  improving  housing 
stock.  (The  same  is  not  true  of  larger 
cities  and  small  cities  in  Statewide 
aggregates  because  the  data  base  is 
larger  .and  therefore  more  reliable.) 
Poverty  is  a  stronger  reflection  of  heeds, 
and  less  likely  to  unfairly  disadvantage 
poorer  communities. 

Since  the  needs  factors  will  carry  a 
reduced  weight  and  since  the  housing 
needs  data  are  weak  and  dated  with 
respect  to  individual  small  cities,  HUD 
is  eliminating  the  housing  needs  factors’ 
fifty  points  in  the  selection  system.  The 
public  supported  this  action  by  an 
almost  3  to  1  margin. 

Most  of  the  commentors  agreed  that 
housing  data  problems  are  severe.  HUD 
has  searched  for  alternate  data  that  can 
reliably  meet  the  standards  of 
§  570.420(i),  but  has  found  none.  Factors 
used  for  Urban  Development  Action 
Grants  are  not  available  for  very  small 
places.  Also,  eliminating  the  weaker 
housing  data  in  order  to  reduce  the 
weight  of  the  needs  factors  make  the 
needs  scores  less  complex  than 
modifying  the  housing  data  and  also 
modifying  the  points  for  the  poverty 
needs  score. 

Housing,  however,  remains  an 
important  part  of  both  Single  Purpose 
and  Comprehensive  Grants.  Almost  all 
comprehensive  programs,  for  example, 
include  housing-related  impact  criteria. 
The  Housing  Assistance  Plan  (HAP)  is 
HUD’s  principal  link  betwen  housing 
and  community  development,  and  is 
required  of  all  applicants.  Deleting  the 
housing  needs  score  will  not  affect 
program  design  or  the  HAP  and, 
therefore,  housing  and  community 
development  links  will  not  be 
weakened.  HUD  is  not  de-emphasizing 
the  important  links  betwen  housing  and 
community  development. 

Over  the  years  of  the  Small  Cities 
Program  many  cities  and  public  interest 
groups  claimed  that  the  poverty  needs 
factors,  which  awarded  100  points-for 
absolute  poverty  and  50  points  for 
percent  poverty,  skewed  the  selection 
system  to  the  larger  small  cities  and 
worked  against  the  smaller  cities.  In 
response  to  the  April  8  proposed  rule,  14 
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commentors  echoed  this  complaint. 

Only  one  commentor  favored  the 
absolute  and  percent  point  distribution. 

Most  commentors  recommended 
making  the  two  poverty  needs  factors 
equal  in  point  value,  while  some  went 
further  and  argued  for  eliminating  the 
absolute  number  factor  altogether.  HUD 
has  decided  to  equally  weight  each 
factor,  to  be  determined  in  the  same 
manner  as  in  the  current  system. 

The  Department  believes  that  the 
rating  system  is  fair  for  all  program 
participants  because  the  rating  system 
has  been  designed  to  emphasize  overall 
grant  quality.  Giving  equal  weight  to 
absolute  and  percent  of  people  in 
poverty  will  more  accurately  measure 
the  needs  or  distress  of  a  community. 

(c)  Program  factor — impact  of  the 
proposed  program  (400  points). 

The  basic  considerations  used  to 
evaluate  program  impact  for  Single 
Purpose  and  Comprehensive  Grants 
the  same.  These  considerations  are 
listed  in  the  introductory  paragraph  to 
the  program  impact  factor  at 
§  570.424(c),  (formerly  (e)),  for 
Comprehensive  Grants  and  at 
§  570.428(c),  (formerly  (e)),  for  Single 
Purpose  Grants.  The  paragraphs  are 
modified  to  mirror  each  other. 

HUD  received  six  comments  about  a 
revised  consideration,  “the  number  of 
persons  to  benefit  from  the  pro'gram.” 
The  negative  comments  dwelt  on 
unintended  interpretations  of  this 
consideration.  HUD  is  not  favoring 
larger  target  areas,  encouraging  non¬ 
concentrated  activities,  or  counting 
persons  who  will  not  benefit.  The 
number  of  persons  to  benefit  is, 
however,  changed  to  read  "the  number 
of  persons  to  benefit  given  the  type  of 
program.”  The  language  indicates  the 
context  in  which  the  number  of  persons 
to  benefit  is  considered.  HUD  recognizes 
that  more  people  are  likely  to  benefit 
from  construction  of  a  neighborhood 
facility  than  from  a  rehabilitation 
program  and  will  take  that  into  account. 
The  number  of  beneficiaries,  given  the 
type  of  program,  is  only  one  of  eight 
possible  factors  that  HUD  measures  in 
assessing  impact.  Each  of  the  factors  is 
given  appropriate  consideration  on  a 
case-by-case  basis.  Percent  of  benefit  to 
low-  and  moderate-income  persons 
receives  emphasis  as  a  separate 
selection  factor. 

HUD’s  policy  is  to  minimize 
involuntary  displacement  as  the  result 
of  HUD  funded  activities.  Accordingly, 
displacement,  and  the  actions  an 
applicant  purposes  to  minimize 
involuntary  displacement,  are  added  to 
the  considerations  used  in  judging 
impact.  Two  commentors  believed  this 
consideration  is  too  weak.  Since 


displacement  generally  will  be  viewed 
negatively,  applicants  are  likely  to  avoid 
displacement.  Another  commentor 
thought  that  this  displacement 
consideration  is  too  strong.  When  an 
applicant  indicates  that  involuntary 
displacement  will  be  minimized  or 
eliminated,  displacement  will  be 
considered  less  negatively  or  as  a 
neutral  factor.  As  one  commentor 
stated,  the  flexibility  provided  by 
minimizing  displacement,  in  contrast  to 
prohibiting  displacement,  is  necessary 
to  treat  projects  which  address 
extremely  dilapidated  or  unsafe  housing. 

One  commentor  suggested  adding 
benefit  to  women  and  minorities  to  the 
list  of  program  impact  considerations. 
HUD  already  insures  that  women  and 
minorities  receive  equal  treatment 
through  an  applicant’s  assurances,  its 
Title  VI  certification,  and  other  legal 
requirements. 

To  emphasize  that  low-  and  moderate- 
income  people  must  be  the  principal 
beneficiaries  of  all  proposed 
comprehensive  programs,  two  changes 
are  made.  First,  the  second  sentence  of 
paragraph  (c)  for  Comprehensive  Grants 
now  reads:  “HUD  shall  measure  the 
impact  of  the  program  on  low-  and 
moderate-income  persons  for  each  of 
the  program  design  criteria  selected, 
based  on  *  *  (Changed  is  italicized.) 
Since  the  requirement  that  low-  and 
moderate-income  persons  benefit  from 
every  comprehensive  program  is  stated 
in  the  introduction  to  the  program 
impact  criteria,  it  is  not  repeated  in  each 
criterion.  Second,  another  introductory 
paragraph  is  added  to  paragraph  (c).  It 
states  that  each  applicant  must  explain, 
in  measurable  terms,  how  the  program 
benefits  low-  and  moderate-income 
persons.  The  language  is  already  found 
in  §  570.428(c),  the  paragraph  about  the 
program  impact  factor  for  Single 
Purpose  Grants. 

The  individual  program  design  criteria 
are  modified  as  follows: 

(i)  The  second  phrase  “or  conserves 
the  housing  supply”  is  deleted,  because 
almost  any  housing  program  conserves 
the  housing  supply.  The  word 
“conserves”,  however,  conveys  an 
important  concept  about  neighborhoods 
in  this  criterion.  The  criterion  now 
reads:  “Supports  comprehensive 
neighborhood  conservation, 
stabilization,  and/or  revitalization."  The 
focus  of  this  criterion  is  upon  the 
neighborhood;  it  is  not  limited  to 
housing.  One  commentor  wanted  HUD 
to  emphasize  scattered  site 
rehabilitation.  HUD  does  not  prohibit 
scattered  site  rehabilitation  where  it  is 
necessary  to  address  a  serious  need. 
HUD  does  not  believe,  however,  it 
should  be  emphasized. 


(ii)  The  word  “Areawide”  now 
precedes  “Housing  Opportunity  Plan”  to 
conform  with  other  HUD  regulations.  In 
addition,  the  phrase  “housing 
opportunities”  is  replaced  with  “housing 
choice”  to  clarify  that,  in  addition  to 
providing  housing  units,  an  applicant 
may  provide  housing  counseling 
services  as  part  of  this  program  design 
criterion. 

(iii)  This  criterion  has  been  expanded 
to  include  providing  housing 
opportunities  within  the  community, 
both  outside  areas  of  concentrations  of 
minorities  and  low-  and  moderate- 
income  persons  and  in  neighborhoods 
experiencing  revitalization  and 
substantial  displacement  as  a  result  of 
private  reinvestment. 

TWo  commentors  asked  that  the  first 
“and”  in  the  phrase  “concentrations  of 
minorities  and  low-  and  moderate- 
income  persons”  be  changed  to  “and / 
or”.  HUD,  however,  wants  to  insure  that 
a  community  with  areas  of  both  kinds  of 
concentrations  will  make  some  assisted 
housing  available  outside  areas  of  both 
kinds  of  concentrations.  In  a  community 
with  no  minorities,  it  is  possible  to 
receive  impact  points  when 
opportunities  are  provided  outside  areas 
of  concentrations  of  low-  and  moderate- 
income  persons. 

(iv)  This  criterion  is  clarified  to  show 
that  “expansion  of  housing”  is  not 
limited  to  supporting  new  construction, 
but  includes  rehabilitation  of  vacant 
units  or  conversion  to  housing  units 
from  a  prior,  non-housing  use. 

(v)  This  criterion  is  unchanged. 
Specific  guidance  on  its  meaning, 
requested  by  one  commentor,  can  be 
found  in  the  Review  Process  Statement 
issued  by  each  Area  Office. 

(vi)  More  flexibility  is  incorporated 
into  this  criterion  since  it  is  no  longer 
tied  solely  to  providing  jobs  and  also 
gives  credit  to  retention  or  creation  of 
employment  opportunities,  a  serious 
problem  in  some  areas. 

(vii)  Eleven  commentors  supported  the 
addition  of  a  new  criterion  related  to 
economic  development.  It  encourages  a 
community  to  design  a  program  that 
attracts  or  retains  businesses  which 
provide  essential  services,  particularly 
to  low-  and  moderate-income  persons. 
An  essential  service  is  one  providing  a 
needed,  frequently-used  service  usually 
at  the  neighborhood  level  and 
contributes  to  the  overall  quality  of  life. 
The  applicant  must  explain  how  the 
service  is  essential. 

(viii)  Formely  criterion  (vii),  this 
criterion  is  unchanged. 

Former  criteria  (viii)  and  (ix).  The 
original  criteria  (viii),  dealing  with  State 
plans,  and  (ix),  dealing  with  the 
community’s  position  as  a  growth 
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center,  are  eliminated  from  the  program 
impact  criteria.  They  are  replaced  with 
the  25  points  for  State’s  rating, 

§  570.424(g),  discussed  below. 

(ix)  Formerly  criterion  (x),  this 
criterion  is  unchanged. 

(x)  Formerly  criterion  (xi),  this 
criterion  is  reworded  to  clarify  its 
meaning.  The  word  “policies”  was,  in 
practice,  vague  to  applicants  trying  to 
identify  what  impacts  a  Federal  policy 
might  have  upon  their  communities. 
“Policies”  was  therefore  deleted.  The 
word  "action”  by  itself,  conveys  the 
intent  of  this  criterion  that  the  “Federal 
policy  or  action”  must  have  a  direct, 
demonstrable  effect  upon  the 
community.  Where  a  Federal  policy 
does  have  a  demonstrable  effect  on  an 
applicant,  this  criterion  may  be  used. 
Another  change  to  this  criterion  is  that 
the  other  Federal  program  or  programs 
which  the  proposed  program  will 
support,  or  the  Federal  action  the 
program  addresses  must  be  of 
substantial  size  or  impact.  This 
precludes  the  use  of  this  criterion,  for 
example,  for  Federal  actions  that  have 
insignificant  implications  for  the 
applicant.  The  applicant  may  include 
more  than  one  other  Federal  program. 

One  commentor  suggested  that  a 
community  with  an  approved 
community  economic  adjustment  plan 
as  a  result  of  a  defense  realignment  be 
awarded  bonus  points  that  would  not  be 
available  to  other  communities.  HUD 
believes  these  communities  are 
adequately  accommodated  under  this 
criterion  (and  under  the  similar  Single 
Purpose  factor,  Other  Federal  programs, 
§  570.428(h)).  Since  a  community  with  an 
approved  economic  adjustment  plan  as 
a  result  of  a  base  closing  is  experiencing 
substantial  impact  as  the  result  of  a 
Federal  action,  it  should  rate  well  under 
this  criterion  if  its  proposed  program  is 
well  designed. 

(xi)  HUD  has  added  an  energy 
conservation  or  production  criterion, 
generally  supported  by  seven 
commentors.  This  criterion  recognizes 
the  crucial  need  for  energy  conservation 
considerations  in  every  facet  of 
community  development  activity,  and 
allows  an  applicant  to  design  programs 
which  support  energy  conservation  or 
production. 

Three  commentors,  however,  objected 
to  the  energy  production  component, 
fearing  that  massive  energy  production 
facilities  would  be  funded  under  the 
Small  Cities  Program.  HUD  does  not 
expect  this  to  happen.  Energy 
production  facilities  must  meet  other 
program  emphasis  and  requirements 
such  as  benefit  to  low-  and  moderate- 
income  persons  and  meeting  a 
substantial  portion  of  community 


development  needs  within  a  defined 
concentrated  area. 

Two  commentors  requested  that  the 
rating  terms — insignificant,  minimal, 
moderate,  and  substantial — be 
specifically  defined.  This  is  provided  in 
the  Area  Office’s  Review  Process 
Statement. 

Another  commentor  suggested  that 
additional  rating  points  be  awarded  to 
communities  which  have  worked  out 
arrangements  with  private  lenders  to 
leverage  CDBG  funds.  Area  Offices  do 
use  this  consideration  in  judging  impact. 

(d)  Benefit  to  low-  and  moderate- 
income  persons  (200 points). 

This  paragraph  now  explains  more 
clearly  the  method  used  to  compute  a 
proposed  program’s  benefit  to  low-  and 
moderate-income  persons.  It  is  the  same 
method  described  to  applicants  in  other 
HUD  publications,  such  as  the  Review 
Process  Statement. 

HUD  received  several  comments 
about  this  factor.  One  believed  too  much 
emphasis  is  placed  upon  it,  another  too 
little,  but  HUD  believes  there  is  a  good 
balance  between  this  and  other  factors. 
One  commentor  proposed  awarding  all, 
some,  or  zero  points  to  applicants  whose 
programs  fall  in  one  of  three  benefit 
categories — 100  percent,  75-100  percent, 
and  less  than  75  percent,  respectively. 
This  does  not  recognize  different  levels 
of  benefitting  low-  and  moderate-income 
people  in  the  range  of  points  into  which 
most  applicants  fall.  The  suggestion  is 
not  adopted.  Another  suggested  scoring 
this  factor  differently,  but  offered  no 
specific  method.  According  to  one 
commentor,  the  present  system  gives 
equal  opportunity  for  small  and  large 
places  to  receive  these  points.  HUD  also 
believes  the  current  method  of 
computing  these  points  is  fair.  It  is, 
therefore,  unchanged.  Two  commentors 
were  concerned  about  using  "80  percent 
of  median  income”  as  the  standard  for 
determining  benefit  to  low-  and 
moderate-income  persons  at  the 
preapplication  stage,  but  permitting  use 
of  sliding  section  8  standards  for 
counting  beneficiaries  while  undertaking 
a  program.  To  treat  all  applicants  fairly 
during  a  competition,  when  many  of  the 
proposed  programs  are  in  a  preliminary 
phase  and  beneficiaries  cannot  be 
specifically  identified,  HUD  must  use 
data  available  to  all  applicants  in  the 
estimates  of  the  population  to  be  served. 
This  is  the  “80  percent  of  median”  data. 
Once  an  applicant  has  successfully 
competed  and  beneficiaries  can  be 
specifically  identified,  however,  this 
restriction  need  no  longer  apply,  since 
HUD  recognizes  that  persons  meeting 
the  section  8  standards  are  low-  and 
moderate-income. 


(e)  Performance  in  housing  and  equal 
opportunity  (150  points). 

In  response  to  the  many  general 
comments  about  this  paragraph,  HUD 
offers  the  following  considerations: 

— As  noted  by  one  commentor,  these 
points  are  clearly  for  outstanding 
performance  and  not  intended  to  be 
earned  by  all  applicants. 

— Establishing  minimal  threshold 
requirements  to  replace  these  points 
does  not  fairly  recognize  outstanding 
efforts  to  achieve  fair  housing  and  equal 
opportunity  locally. 

— In  its  Review  Process  Statement,  the 
Area  Office  provides  specific  guidance 
on  the  standards  used  to  determine 
outstanding  performance.  Area  Offices 
follow  the  regulations  and  the  guidance 
provided  here. 

With  respect  to  the  changes  HUD 
proposes,  the  total  points  for 
outstanding  performance  still  equal 
150 — 100  points  for  housing  efforts  and 
50  points  for  equal  employment  and 
entrepreneurial  efforts.  As  indicated 
below,  however,  an  additional  criterion 
is  added  to  each.  Neither  criterion  is 
new,  but  was  formed  by  dividing  an 
original  criterion.  To  accommodate  the 
increased  number  of  criteria,  the  point 
structure  is  changed. 

Instead  of  five  20-point  criteria  for 
housing  efforts,  there  are  four  15-point 
criteria  and  two  20-point  criteria.  The 
three  criteria  for  equal  employment  and 
entrepreneurial  efforts  are  now  worth 
25,  20,  and  5  points.  The  derivation  of, 
and  the  public  comments  about,  each 
criterion  and  the  reason  for  any  changes 
are  discussed  below. 

(1)  Housing  efforts  (100  points). 

(e)(l)(i)(A)  (15  points):  This  criterion 
was  formerly  (g)(l)(i).  Its  language  now 
emphasizes  the  criterion’s  focus  upon 
the  location  of  a  community’s  assisted 
housing.  To  provide  choice,  assisted 
housing  must  be  located  outside  areas  of 
concentrations  of  minorities  and  of  low- 
and  moderate-income  persons  or  in 
neighborhoods  experiencing 
revitalization  and  substantial 
displacement  as  a  result  of  private 
reinvestment. 

With  respect  to  providing  housing 
choice  outside  areas  of  concentrations 
in  a  predominantly  minority  community, 
or  in  a  community  with  no  areas  of 
concentrations,  this  criterion  is  met  if 
there  is  a  balanced  distribution  of  the 
locations  of  assisted  housing  throughout 
the  community.  A  community  with  no 
minorities  can  earn  points  through  this 
criterion  when  its  assisted  housing  is 
located  outside  areas  of  concentrations 
of  low-  and  moderate-income  persons. 
One  commentor  asked  if  an  applicant 
could  earn  these  points  if  its  low-  and 
moderate-income  population  is 
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dispersed,  but  there  is  no  assisted 
housing.  To  earn  these  points,  the 
applicant  must  have  provided  assisted 
housing. 

To  merit  these  points  for  providing 
housing  choice  in  a  revitalizing 
neighborhood,  the  applicant  must  have 
provided  housing  assistance  which 
enabled  low-  and  moderate-income 
residents  to  remain  in  their  revitalizing 
neighborhood.  This  alternative  way  to 
earn  points  for  providing  housing  choice 
was  supported  by  one  commentor  who 
suggested  awarding  points  to  places 
combatting  gentrification. 

(e)(1) (i)(B)  (15  points):  This  criterion  is 
similar  to  the  original  criterion  (g)(l)(ii). 
The  word  "existing”  is  deleted  to 
eliminate  confusion  between  this 
criterion’s  intent  and  HUD’s  section  8 
existing  housing  program,  which  is  now 
specifically  referenced.  If  the  applicant 
has  a  section  8  existing  housing 
program,  occupancy  of  units  must  give 
evidence  of  locational  choice.  The 
original  criterion’s  reference  to 
“minorities”  is  replaced  by  “race  and 
ethnicity.”  One  commentor  suggested 
using  the  phrase  “race  and/or 
ethnicity,”  but  HUD  wants  to  insure  that 
a  community  with  more  than  one  racial 
group  and  more  than  one  ethnic  group 
will  achieve  integration  of  all  these 
groups.  To  earn  these  points,  an 
applicant  must  achieve  integration  of  all 
its  racial/ethnic  groups  in  its  assisted 
housing. 

(e)(l)(i)(C)  (15  points):  The  original 
criterion  (v)  had  two  parts,  one  dealing 
with  fair  housing  ordinances,  the  other 
with  New  Horizons  Fair  Housing 
Assistance  Projects.  Because  the  parts 
are  separable  and  because  each  is  an 
important  component  in  an  applicant’s 
efforts  to  achieve  fair  housing,  HUD  will 
now  consider  them  separately.  Thus, 
applicants  with  both  will  benefit  from 
additional  points. 

Criterion  (l)(i)(C)  now  deals  only  with 
fair  housing  ordinances.  To  earn  these 
outstanding  performance  points,  an 
applicant  must  actively  enforce  its  local 
*  ordinance  or  actively  participate  in  a 
State/county /regional  fair  housing 
ordinance.  The  ordinance  must  be  at 
least  equal  in  scope  and  coverage  to 
Title  VIII  of  the  Civil  Rights  Act  of  1968. 
HUD  does  not  require  a  community  to 
receive  complaints  in  order  to  earn 
these  points.  If  there  have  been  no 
complaints,  active  enforcement  may  be 
demonstrated  by  educational  efforts  to 
foster  fair  housing  or,  as  suggested  by 
one  commentor,  preventive  measures 
such  as  activities  by  a  Fair  Housing 
Board. 

(e)(l)(i)(D)  (15  points):  This  criterion  is 
from  the  second  part  of  the  original 
criterion  (g)(i)(v)  and  concerns  New 


Horizons  Fair  Housing  Assistance 
Projects.  It  is  changed  to  require  that  an 
applicant  implement  or  actively 
participate  in  a  Project,  as  demonstrated 
by  the  applicant's  progress  or  success. 

For  an  applicant  whose  Project  was 
recently  approved,  HUD  will  consider 
award  of  these  points  based  on  the 
progress  achieved  in  the  time  available. 
Communities  which  encourage  fair 
housing  and  equal  opportunity  through 
strategies  equivalent  to  the  New 
Horizons  Fair  Housing  Assistance 
Project  may  also  be  eligible  to  receive 
these  points. 

Two  ccmmentors  said  this  criterion 
should  be  eliminated.  HUD,  however, 
wants  to  encourage  development  of 
New  Horizons  projects  and  to 
acknowledge  efforts  made  under  these 
projects. 

(e)(l)(ii)(A)  (20  points):  This  criterion, 
meeting  the  housing  assistance  needs  of 
large  families,  was  formerly  criterion 
(g)(l)(iii)  and  is  unchanged. 

(e)(l)(ii)(B)  (20  points):  This  was 
formerly  criterion  (g)(l)(iv),  which 
required  an  applicant  to  meet  the  goals 
of  a  previous  HAP(s).  The  intent  of  this 
criterion  has  been  to  award  outstanding 
performance  points  to  communities  that 
have  demonstrated,  in  relation  to  their 
HAPs,  outstanding  performance  in 
providing  assisted  housing. 

Communities  without  HAPs  can  and  do 
provide  assisted  housing  and  deserve 
some  recognition.  HUD  therefore  may 
award  these  points  to  applicants  with  no 
prior  HAP. 

Commentors  on  both  (e)(l)(ii)(A)  and 
(e)(l)(ii)(B)  requested  more  guidance  on 
how  to  determine  if  a  community 
without  a  prior  HAP  has  met  these 
criteria.  To  claim  these  points,  an 
applicant  must  make  an  assessment  of 
its  needs  for  assisted  housing,  and  show 
what  has  been  done  to  meet  these 
needs.  If  its  progress  has  been  similar  to 
that  of  communities  with  HAPs  which 
qualify  for  these  points,  then  the 
community  will  also  earn  these  points. 

(2)  Local  equal  employment  and 
entrepreneurial  efforts  (50  points). 

(e)(2)(i)  (25  points):  This  is  the  same  as 
the  original  criterion  (g)(2)(ii),  except 
that  a  new  standard  is  established  for 
applicants  whose  percent  of  minority 
residents  exceeds  that  of  the  county  in 
nonmetropolitan  areas  or  of  the  SMSA 
in  metropolitan  areas.  For  these 
applicants,  the  percent  of  minority 
employees  must  generally  reflect  the 
percent  of  minority  residents  in  their 
own  jurisdictions.  This  means  that, 
absent  explanation,  it  is  expected  that 
nondiscriminatory  hiring  practices  by 
these  applicants  results  in  a  workforce 
which  is  more  or  less  representative  of 
the  racial  and  ethnic  composition  of  the 


applicant's  jurisdiction.  In  addition, 
“minority  employees”  is  clarified  by  the 
phrase,  “minority  permanent,  full-time 
employees."  Two  commentors  suggested 
counting  part-time  employees.  HUD  may 
consider  part-time  employees  the 
equivalent  of  full-time  employees  when 
the  applicant  has  no  full-time 
employees. 

(e)(2)(ii)  (20  points):  The  original 
criterion  (g)(2)(i)  had  two  parts,  one 
concerned  contracts  with  minority  • 
businesses,  the  other  with  deposits  in 
minority  banks.  This  criterion  is  derived 
from  the  first  part.  Several  changes  are 
made.  First,  the  applicable  percentage  of 
minority  residents  is  the  greater  of  the 
percentage  of  minorities  in  the 
applicant’s  jurisdiction,  or  the  county  for 
nonmetropolitan  applicants,  or  the 
SMSA  for  metropolitan  applicants.  This 
will  be  compared  to  the  percent  of 
contracts,  based  on  dollar  value, 
awarded  to  minority  businesses. 

Second,  since  with  respect  to  equal 
opportunity,  ownership  and  control  of  a 
business  are  more  important  than 
management,  only  contracts  awarded  to 
minority  owned  and  controlled 
businesses  may  be  counted.  Third,  the 
original  standard  that  an  applicant’s 
percentage  of  contracts  with  minority 
firms  exceed  its  percentage  of  minority 
residents  has  proven  excessive  for 
applicants  whose  applicable  percentage 
of  minorities  is  more  than  20  percent. 
Therefore,  these  applicants  may  award 
20  percent  of  their  contracts  to  minority 
firms  to  earn  these  points.  Fourth,  the 
original  standard  was,  however,  too  lax 
for  applicants  with  fewer  than  five 
percent  minority  residents.  Therefore, 
these  applicants  must  award  at  least 
five  percent  of  their  contracts  to 
minority  firms  to  earn  these  outstanding 
performance  points.  Applicants  whose 
applicable  percentage  of  minorities  is 
from  5  to  20  percent  must  meet  the 
original  standard. 

(e)(2)(iii)  (5  points):  This  criterion  is 
derived  from  the  second  part  of  the 
original  criterion  (g)(2)(i).  It  requires  that 
an  applicant’s  average  daily  balance  in 
minority  financial  institutions  over  the 
past  year  be  at  least  5  percent  of  its  total 
deposits  from  all  sources.  This  criterion 
does  not  alter  the  applicable 
requirements  when  using  U.S.  Treasury 
letters  of  credit  in  conjunction  with 
Federal  Grant  Programs.  Funds  must  not 
be  drawn  down  or  kept  on  hand  in 
excess  of  immediate  cash  disbursement 
requirements  for  carrying  out  the 
activities  of  an  approved  grant.  In 
addition,  the  word  “banks”  is  replaced 
with  “financial  institutions"  for  greater 
flexibility. 
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As  stated  above,  not  all  applicants 
will  qualify  for  outstanding  performance 
points.  Applicants  must  meet 
outstanding  standards,  such  as  the  5 
percent  minimum  for  contracts  to 
minority  firms  and  deposits  in  minority 
financial  institutions,  requirements  to 
which  eight  commentors  objected.  One 
commentor  applauded  this  minimum, 
stating  that  although  his  city  had 
difficulty  getting  a  minority  contractor  in 
a  rural  area,  the  city  was  able  to  do  so, 
and  others  should,  too.  These  points  are 
not  intended  to  discriminate  against 
small  places  but  to  reward  outstanding 
performance  like  that  shown  by  the 
rural  city. 

(f)  Areawide  Housing  Opportunity 
Plan  (50  points,  metropolitan  applicants 
only). 

Many  small  cities  and  their  advocates 
have  claimed  that  awarding  points  to 
nonmetropolitan  applicants  for 
participation  in  an  Areawide  Housing 
Opportunity  Plan  (AHOP)  is  unfair. 

They  state  that  the  current  AHOP 
program  is  urban  oriented,  not  always 
appropriate  in  nonmetropolitan  areas, 
and  places  some  applicants  at  a  50  point 
disadvantage.  In  addition,  if  a 
community  wishes  to  become  an  AHOP 
participant  and  conditions  warrant  an 
AHOP,  it  may  not  be  possible  solely 
because  sufficient  neighboring 
communities  do  not  wish  to  participate 
in  the  AHOP.  Recognizing  these 
concerns,  HUD  in  the  proposed  rule 
solicited  comments  about  eliminating 
AHOP  points  for  nonmetropolitan 
applicants. 

HUD  received  25  comments  about  the 
issue.  Four  favored  retaining  the  AHOP 
points,  two  of  them  stating  that  the 
AHOP  program  itself  should  be  modified 
to  accommodate  needs  of 
nonmetropolitan  areas.  For  the  reasons 
indicated  above,  21  commentors  favored 
eliminating  points  for  nonmetropolitan 
AHOPs.  Some  of  these  commentors 
would  eliminate  all  points  for 
participation  in  an  AHOP,  but  HUD 
believes  that  AHOPs  are  appropriate  in 
metropolitan  areas. 

On  the  basis  of  these,  and  other  recent 
public  comments,  HUD  is  eliminating 
the  AHOP  points  for  nonmetropolitan 
competitions. 

The  AHOP  program  itself,  however, 
may  be  revised  in  response  to  public 
comments  to  an  Advanced  Notice  of 
Proposed  Rulemaking  about  the  AHOP 
program  published  on  March  24,1980. 
HUD,  therefore,  may  propose  to 
reinstate  points  for  participation  in  a 
nonmetropolitan  AHOP  or  its  successor 
program  in  the  future,  if  the  concerns 
raised  are  adequately  accommodated. 

Nonmetropolitan  communities,  of 
course,  may  still  join  to  form  AHOPs  to 


receive  the  benefits  of  the  program,  such 
as  better  control  over  the  allocation  and 
location  of  HUD’s  assisted  housing.  In 
addition,  nonmetropolitan  applicants  to 
the  Small  Cities  Program  can  still 
address  the  Comprehensive  Grant 
program  impact  criterion  about 
implementing  an  AHOP 
(§  570.424(c)(l)(ii)). 

The  public  comments  supported  the 
proposed  change  to  require  active 
participation  in  AHOPs.  Metropolitan 
applicants  which  have  participated  in  an 
AHOP  for  less  than  one  year  will  still  be 
awarded  fifty  points  for  participation 
only.  Points  for  participation  only, 
however,  will  be  awarded  only  once, 
and  only  in  the  first  year  of  participation 
in  the  AHOP.  After  the  first  year,  the 
Areawide  Planning  Organization  that 
developed  the  AHOP  must  certify  that 
the  applicant  is  carrying  out  its 
responsibility  to  implement  the  AHOP. 

(g)  State’s  rating  (25 points). 

This  factor  replaces  the  program 
impact  criteria  (e)(l)(viii)  and  (e)(l)(ix) 
of  the  original  selection  system,  as  noted 
above.  In  the  proposed  rule,  HUD 
suggested  that  States  review 
preapplicants,  rank  them  according  to 
their  support  or  conformity  with  State 
policies  or  strategies  for  growth, 
resource  coordination,  and  economic 
development,  and  then  recommend 
point  awards  to  HUD. 

HUD  received  31  comments  about  this 
factor.  Seven  commentors,  including 
four  States,  supported  it,  22  opposed  it, 
and  two  others  expressed  reservations 
but  did  not  specifically  oppose  it.  Those 
which  opposed  the  State’s  rating  factor 
questioned  whether  a  State’s  evaluation 
criteria  would  be  publicly  available, 
whether  States  have  the  capacity  to 
review  many  preapplications  and 
whether  State  decisions  would  reflect 
political  considerations.  Several 
suggested  that  HUD  continue  to  award 
the  points  as  in  the  prior  Single  Purpose 
selection  system. 

In  response  to  the  public’s  concern 
that  the  States’  ratings  of  applicants 
might  be  subjective  or  political,  and  that 
the  criteria  employed  by  the  States 
would  not  be  available  to  the  public, 
this  factor  is  modified. 

First,  only  States  with  HUD-approved 
701  Strategy  Statements  may 
recommend  point  awards  to  HUD.  These 
Strategy  Statements  will  be  publicly 
available.  The  States’  recommendations 
may  range  from  zero  to  25  points  for 
each  applicant.  These  Strategy 
Statements  have  not  been  approved  as  a 
program  requirement  for  the  701 
Comprehensive  Planning  Program  and 
consequently,  this  option  will  not  be 
used  in  Fiscal  Year  1981. 


In  a  State  where  there  is  no  HUD- 
approved  701  Strategy  Statement,  the 
HUD  Area  Office  will  award  zero  or  25 
points  for  this  factor.  This  is  similar  to 
the  way  the  Single  Purpose  factors 
about  State  growth  plans  and  a  . 
community’s  position  as  a  regional 
center  of  economic  development  have 
been  awarded  in  the  past.  Area  Offices, 
as  before,  will  seek  advice  from  the 
State  about  the  State  plans  and  policies 
in  developing  criteria  to  rate  this  factor. 

Finally,  each  Area  Office’s  Review 
Process  Statement  will  continue  to 
include  descriptions  of  the  specific 
criteria  HUD  will  use  to  rate  this  factor. 
In  the  future,  criteria  developed  as  part 
of  the  HUD-approved  701  Strategy  may 
be  used  instead.  This  information  will 
also  be  available  to  the  public  through 
preapplication  briefings  held  by  the 
Area  Offices.  HUD  believes  that  using 
the  existing  Area  Office  procedures  or 
requiring  States  to  have  an  approved 
Strategy  Statement  responds  to  the 
public’s  concerns. 

Former  paragraph  (g).  Hold  Harmless 
provisions  (25  points). 

HUD  has  received  many  comments 
pointing  out  that  this  factor  benefits 
places  which  have  received  past  HUD 
funds.  This  is  an  unfair  advantage  in  a 
selection  system  which  emphasizes 
program  quality.  This  paragraph, 
therefore,  has  been  eliminated. 

(h)  Energy  conservation  or  production 
(20  points). 

This  new  paragraph,  supported  by  one 
commentor,  is  added  to  encourage  Small 
Cities  Program  applicants  to  promote 
energy  conservation  or  support  energy 
production  efforts  in  their  proposed 
programs.  Applicants  which  do  so  will 
receive  20  points. 

Sections.  570.425,  570.426,  570.429,  and 
570.430. 

Several  commentors  applauded 
HUD’s  addition  of  a  requirement  to 
show  the  location  of  low-  and  moderate- 
income  people  on  the  maps  for  both 
Single  Purpose  and  Comprehensive 
Grants  at  the  preapplication  stage.  In 
response  to  further  comments,  HUD  has 
also  clarified  the  language  to  read  “the 
location  of  areas  with  low-  and 
moderate-income  persons,  showing 
number  and  percent.”  With  the 
exception  of  city  wide  benefit  activities, 
HUD  knows  of  no  case  in  which 
preapplicants  have  not  depicted  such 
data.  This  language  has  also  been  used 
in  the  full  application  map  requirements 
at  §  570.426  and  §  570.430.  Also,  HUD 
has  combined  the  map  requirements  at 
the  full  application  stage  governing 
location  of  activities,  areas  of 
concentrations,  and  service  areas, 
where  applicable. 
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§  570.426  Application  for 
Comprehensive  Grants. 

Section  570.426  has  been  modified  and 
expanded  to  incorporate  in  this  one 
section  all  the  requirements  applicable 
to  an  application  for  a  Comprehensive 
Grant,  with  the  exception  of  the  HAP 
and  the  certifications  of  assurances. 

This  avoids  cross  reference  to  the 
entitlement  subpart  and  includes  only 
those  portions  relevant  to  the  Small 
Cities  Program. 

An  energy  conservation  standard  is 
added  to  §  570.426(a)(2)(iii)(A).  In  order 
to  count  toward  meeting  Housing 
Assistance  Plan  goals,  rehabilitated 
units  must  now  meet  the  Cost-Effective 
Energy  Conservation  Standards  (24  CFR 
*  39). 

One  commentor  suggested  that 
displacement  language  be  strengthened 
at  §  570.426(a)(2)(iii)(B)  to  require  a 
grantee  to  give  the  displacees  the  option 
of  returning  to  their  housing  units  after 
rehabilitation.  HUD  believes  that  the 
proposed  language  requiring  the  grantee 
to  state  what  steps  it  will  take  to 
minimize  involuntary  displacement  and 
to  enable  displaced  persons  to  remain  in 
their  neighborhoods  is  sufficiently 
strong.  Displacement  is  also  addressed 
at  the  preapplication  stage  under 
program  impact  considerations,  and  it  is 
felt  that  there  will  be  some  appropriate 
rehabilitation  in  which  it  might  not  be 
possible  for  displacees  to  return  to  their 
original  units.  Similar  comments  were 
made  about  the  Single  Purpose  Grant 
Program,  but  the  Community 
Development  and  Housing  Plan 
Summary  has  been  eliminated  pursuant 
to  a  statutory  change.  Displacement  is 
addressed,  however,  at  the 
preapplication  stage  for  Single  Purpose 
grants. 

Two  commentors  suggested  more 
detail  under  §  570.426(a)(3),  the 
economic  development  component  of 
the  Community  Development  and 
Housing  Plan  Summary.  This  element  is 
intended  to  be  a  general  context  under 
which  economic  development  activities 
will  be  undertaken.  Specifics  would 
have  been  covered  at  the  preapplication 
stage  if  economic  development  activities 
are  to  be  undertaken  with  CDBG  funds. 

§  §  570. 426  and  570. 430  Applications  for 
Comprehensive  and  Single  Purpose 
Grants. 

In  analyzing  ways  to  reduce  the 
duplication  between  material  submitted 
with  the  preapplication  and  the  full 
application,  HUD  believes  that  the 
Project  Summary  as  described  at 
§  570.426(b)  and  §  570.430(a)  can  be 
eliminated.  However,  one  portion  of  the 
information  now  required  as  part  of  the 


Project  Summary  is  retained — the 
schedule  of  activities.  HUD  believes  it  is 
essential  to  continue  to  require  activity 
scheduling  information  in  order  to  stress 
and  monitor  performance.  HUD  believes 
that  most  grantees  do  have  such  a 
schedule  and  that  it  is  useful  in  the  local 
management  of  the  Small  Cities 
Program.  Accordingly,  a  Program 
Schedule  provision  is  added  at 
§  570.426(b)  and  §  570.430(a), 
respectively. 

§  570.427  Single  Purpose  Grant 
program  general  requirements. 

The  wording  in  program  (b),  Projects, 
is  changed  to  clarify  that  a  Single 
Purpose  applicant  may  seek  funds  for 
more  than  one  project  and  for  more  than 
one  of  the  three  problem  areas. 

The  language  in  paragraph  (c). 
Performance  requirements,  is  changed 
to  clarify  that  every  previous  Small 
Cities  Program  grantee  must  satisfy  the 
capacity  and  performance  criteria  of 
§  570.423(c). 

§  570.428  Selection  System  for  Single 
Purpose  Grants. 

In  the  Single  Purpose  Grant  selection 
system,  there  are  now  nine  selection 
factors  and  1020  possible  points  for 
metropolitan  applicants,  and  eight 
selection  factors  and  970  possible  points 
for  nonmetropolitan  applicants.  Each 
factor  is  discussed  below. 

(a)  Need — absolute  number  of  poverty 
persons  (100  points),  (b)  Need— percent 
of  poverty  persons  (50  points),  and 
former  paragraphs  (c)  Need— absolute 
housing  needs,  and  (d)  Need— percent  of 
housing  need. 

Changes  proposed  for  these  factors 
are  the  same  as  those  proposed  and 
explained  in  the  paragraphs  about  the 
Comprehensive  Grant  needs  factors 
(§  570.424(a)-(b)). 

(c)  Program  factor — impact  of  the 
proposed  program  (400  points). 

In  the  original  selection  system,  an 
applicant  could  earn  a  maximum  of  200 
points  under  the  program  impact  factor, 
or  less  than  25  percent  of  the  875  total 
possible  points.  Compared  to  the 
Comprehensive  Grant  selection  system, 
in  which  program  impact  points 
represent  approximately  40  percent  of 
the  total  possible  points,  this  is  a  low 
weight  for  the  factor  that  most 
adequately  assesses  the  proposed 
program’s  impact  on  identified  needs 
and  the  overall  quality  of  the  program. 
Other  factors  that  do  not  relate  as 
closely  to  the  program  design 
(outstanding  performance  points,  for 
example),  or  over  which  applicant  have 
little  control  (the  needs  factors), 
collectively  were  much  more  important 
in  funding  decisions  than  the  program 


impact  factor.  As  a  result,  projects  with 
little  significance  in  meeting  identified  * 
needs  were  occassionally  funded  while 
projects  with  substantial  impact  were 
not.  The  points  for  program  impact, 
therefore,  are  increased  to  400,  about  40 
percent  of  the  total  possible  points 
under  the  proposed  system, 
approximately  the  same  percentage  as 
in  Comprehensive  Grants.  This  reflects 
the  importance  of  the  program  impact 
factor  in  choosing  projects  which  best 
address  identified  needs.  As  in  the 
original  system,  the  program  impact 
factor  does  not  dominate,  and  other 
factors,  like  outstanding  performance 
and  benefit  to  low-  and  moderate- 
income  persons,  must  also  be  addressed 
by  applicants  who  expect  to  be  funded. 

All  the  commentors  who  addressed 
this  issue  supported  increasing  the 
points  for  Single  Purpose  program 
impact.  All  but  one  believed  that 
increasing  the  point  total  to  400  will 
insure  better  quality  Single  Purpose 
Grants.  Three  stated  that  more  than  the 
four  levels  of  impact — insignificant, 
minimal,  moderate,  substantial — be 
provided.  HUD  feels  this  would  require 
unnecessarily  complex  decisions  and 
decrease  the  impact  of  the  factor,  and 
will  therefore  maintain  the  four  existing 
levels. 

Another  commentor  asked  whether 
"housing”  includes  housing  supply, 
choice,  or  condition.  It  includes  all  three. 
The  same  commentor  was  concerned 
that  the  problem  areas  (c)(1)  do  not 
adequately  address  the  problem  of 
discrimination,  and  claimed  that  its 
impact  upon  women  and  minorities 
should  be  stated  in  measurable  terms  in 
the  full  application.  If  an  applicant 
proposes  a  program  to  deal  with 
discrimination  in  providing  housing 
assistance,  then  the  degree  to  which  that 
problem  would  be  resolved  would  be 
appropriately  considered  under  impact. 
Otherwise,  HUD  presumes  that  the 
basic  program  will  be  carried  out  in  a 
non-discriminatory  manner  since  the 
applicant  has  given  assurances  to  that 
effect.  The  language  about  these 
considerations  is  modified  for 
conformity  with  the  Comprehensive 
Grant  program  impact  considerations, 
except  that  an  additional  consideration 
for  Single  Purpose  Grants,  the  nature  of 
the  activity  in  relation  to  the  need 
identified,  is  retained. 

(d)  Benefit  to  low-  and  moderate- 
income  persons  (200 points),  (e) 
Performance  in  housing  the  equal 
opportunity  (150 points),  (f)  Areawide 
Housing  Opportunity  Plan  (50  points), 

(h)  Energy  conservation  or  production 
(20  points),  and  (i)  Other  Federal 
Programs  (25  points). 
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The  language  in -these  paragraphs 
conforms  with  §  570.424(d),  (e),  (f),  (h), 
and  (c)(l)(x),  the  paragraphs  about  the 
Comprehensive  Grant  selection  system 
factors  for  benefit  to  low-  and  moderate- 
income  persons,  outstanding 
performance,  AHOPs,  energy 
considerations,  and  the  proposed 
'program’s  relationship  to  other  Federal 
projects.  The  changes  or  additions  are 
fully  discussed  above. 

In  addition  to  comments  about  other 
Federal  programs  discussed  with  the 
Comprehensive  criteria  {§  570.424(c)), 
two  commentors  stated  HUD  should 
increase  the  points  for  the  factor,  and 
two  stated  that  these  points  should  be 
reduced  or  eliminated.  HUD  will 
continue  to  award  twenty-five  points  for 
this  criteria. 

(g)  State's  rating  (25 points). 

This  paragraph  merges  two  “other” 
criteria  of  the  original  selection  system, 
(h)(1)(A),  dealing  with  the  community’s 
position  as  a  regional  center  or 
economic  development  center,  and 
(h)(1)(B),  dealing  with  State  plans  and 
policies.  This  new  factors  is  the  same  as 
the  Comprehensive  selection  factor 
contained  in  §  570.424(g)  which  is 
discussed  above. 

§  570.429  Preapplications  for  Single 
Purpose  Grants. 

Paragraph  (a)(2)(iii)  is  modified  to  • 
require  a  statement  describing  the 
impact  the  activity  for  which  funds  are 
requested  will  have  on  the  needs  of  low- 
and  moderate-income  persons. 

Paragraph  (a)(4),  Performance 
reporting,  now  refers  to  assessment  of 
performance  to  cover  either  a  status 
report  or  the  Grantee  Performance 
Report. 

§  570.430  Applications  for  Single 
Purpose  Grants. 

A  statutory  change  in  the  Housing  and 
Community  Development  Act  of  1979 
deleted  the  requirement  for  a  Needs 
Assessment  and  Strategy  Statement. 
That  change  has  been  implemented  as  a 
final  rule  under  a  separate  notice  in  the 
Federal  Register.  Former  paragraph  (a) 
is  therefore  deleted,  and  each  following 
paragraph  in  this  section  is  re-lettered. 

One  commentor  stated  that  Housing 
Assistance  Plan  (HAP)  requirements  are 
very  difficult  and  proportionally  more 
costly  to  the  smaller  cities.  HUD  is 
working  to  simplify  the  HAP. 

In  addition  to  the  provisions  for 
displacement  discussed  above, 
paragraph  (b)(l)(iii)  now  states  that  the 


applicant  must  assess  the  needs  of 
households  to  be  displaced  by  public 
action  and,  where  information  is 
available,  by  private  action. 

Paragraph  (b)(2),  HUD  review  of  HAP, 
is  clarified  to  indicate  that 
weatherization  and  similar  activities 
alone  will  not  satisfy  rehabilitation 
housing  assistance  goals.  In  addition, 
rehabilitated  units  must  now  meet  the 
Cost-Effective  Energy  Conservation 
Standards  (24  CFR  Part  39)  in  order  to 
count  toward  HAP  goals. 

Paragraph  (e),  Title  VI  Compliance,  is 
clarified  to  indicate  that  multiyear 
applicants  applying  for  second  or  third 
year  funding,  as  well  as  previous  hold- 
harmless  grantees,  are  exempt  from  this 
requirement. 

Two  changes  are  made  in  paragraph 
(f),  Assurances.  Paragraph  (f)(2)  is 
revised  to  require  citizen  participation 
specifically  in  the  development  of  the 
Housing  Assistance  Plan.  Paragraph 
(f)(6)  is  revised  to  use  the  more  general 
term  “report  on  performance"  in  lieu  of 
Grantee  Performance  Report. 

Section  570.431  Citizen  participation 
requirements  for  Comprehensive  and 
Single  Purpose  Grants. 

The  rewritten  citizen  participation 
(CP)  requirements  at  §  570.431  now 
apply  to  both  Comprehensive  and  Single 
Purpose  Grants.  The  same  citizen 
participation  requirements  apply  to  each 
program.  Therefore,  the  reference  to 
§  570.303,  Citizen  participation 
requirements,  in  the  entitlement 
regulations  is  eliminated  for 
Comprehensive  Grant  applicants. 
Establishing  a  single  set  of  regulations 
for  citizen  participation  eliminates 
confusion  as  to  which  citizen 
participation  regulations  are  to  be 
followed,  and  at  what  stage  of  the 
application  process  they  apply.  As 
indicated  in  paragraph  (a),  General,  this 
new  section  strives  to  require  only  the 
basic  framework  of  meaningful  citizen 
participation,  regardless  of  the 
applicant’s  size.  Critical  elements  are 
required,  and  others  must  be  considered 
locally  as  appropriate.  Paragraph  (b), 
Written  citizen  participation  plan, 
describes  the  procedures  that  must  be 
accommodated  in  an  applicant’s  CP 
plan.  In  Paragraph  (c),  Requirements  for 
citizen  participation  in  each  stage  of  the 
application  process,  the  citizen 
participation  regulations  now  follow  the 
application  process  for  small  cities,  i.e., 
preapplication/ application. 

HUD  received  approximately  30 


comments  on  the  various  aspects  of  the 
new  CP  requirements.  Most  comments 
were  generally  positive,  but  many 
suggested  specific  changes.  There  was 
little  concentration  of  comments, 
however.  Several  commentors  said  the 
revisions  were  a  marked  improvement, 
were  simplified,  and  yet  created  a  strong 
basic  framework  for  meaningful  CP  as 
HUD  had  intended.  HUD  has  made 
several  changes  to  clarify  requirements 
in  response  to  comments.  The  following 
discussion  covers  specific  areas  of 
comment. 

Language  has  been  added  under  (a)  to 
emphasize  that  the  objective  of  these 
requirements  is  to  assure  meaningful  CP 
involvement  on  a  continuing  basis 
through  all  stages  of  a  Small  Cities 
Program,  in  response  to  the  requests  of 
several  commentors.  Two  commentors 
pointed  out  there  was  no  requirement 
for  citizen  involvement  in  the 
development  of  the  written  plan.  This 
requirement  has  been  added  in  the  first 
Paragraph  in  (b). 

Several  argued  that  HUD  should 
mandate  a  citizens’  advisory  or  project 
area  board  as  a  process  requirement. 
HUD  encourages  the  creation  and  use  of 
such  boards  where  citizens  and 
communities  find  them  the  most 
effective  method  of  ensuring  meaningful 
CP.  Two  commentors  indicated  that 
such  boards  should  not  be  mandated 
and  in  some  cases  can  be  counter 
productive.  HUD  has  chosen  not  to 
mandate  advisory  boards  for  all  Small 
Cities  grantees.  Those  that  argued  for 
mandating  advisory  boards  as  well  as 
two  others  also  felt  that  HUD  should 
define  substantial  representation  for 
low-  and  moderate-income  persons  and 
minorities  on  advisory  boards.  Two 
suggested  “substantially”  should  mean 
51  percent  or  more.  HUD  agrees  that  . 
substantial  means  at  least  and  probably 
more  than  51  percent  in  most  cases, 
particularly  since  HUD  emphasizes  the 
need  to  involve  low-  and  moderate- 
income  persons  throughout  the  CP  plan 
requirements.  The  creation  of  numbers 
like  this,  however,  often  tends  to  create 
a  maximum  as  well  as  a  minimum.  Also, 
local  conditions  may  at  times  require  the 
involvement  of  many  citizens  with 
certain  skills  and  interests  who  most 
effectively  advocate  lower  income 
persons’  needs.  HUD  believes  that 
citizen  advisory  boards  should  reflect 
the  needs  to  be  addressed  and  the 
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people  to  be  served.  Area  Offices  can 
best  address  what  substantial  should 
mean  on  a  case  by  case  basis. 

Ten  comments  were  received  on  the 
number  of  public  hearings  to  be  held 
and  their  specific  purposes.  One 
commentor  felt  that  a  minimum  of  two 
hearings  at  the  preapplication  stage  and 
two  at  the  full  application  stage  were 
appropriate.  Five  commentors  felt  that 
four  hearings  were  too  many  and 
suggested  that  the  second  hearing  at  the 
full  application  stage  as  a  minimum,  be 
eliminated.  One  felt  that  public  hearings 
are  too  costly  and,  therefore,  some 
should  be  eliminated.  HUD  believes  that 
the  public  hearing  process  can  be  an 
effective  assurance  of  meaningful  and 
open  citizen  participation.  Hearings  are 
required  in  the  statute.  While  the 
preapplication  stage  is  more  important 
in  terms  of  identifying  needs,  selecting 
priorities,  and  describing  the  program 
that  the  unit  of  general  local  government 
will  propose,  the  full  application  stage  is 
also  important  for  several  reasons.  First, 
the  Housing  Assistance  Plan  must  be 
developed  at  this  stage,  and  it  should 
receive  citizen  input  as  it  is  being 
conceived  as  well  as  when  it  becomes 
final.  Second,  the  program  normally 
becomes  more  defined  in  terms  of  final 
program  detail  and  timing  of  activities  at 
the  full  application  stage.  Also,  HUD 
may  place  conditions  on  certain 
activities  and  other  activities  may  be 
found  to  be  ineligible  during 
preapplication  ranking. 

Another  issue  raised  in  comments 
was  the  timing  for  hearings  on  past 
grantee  performance.  HUD  will  continue 
to  require  that  one  of  the  hearings  at 
both  the  preapplication  and  full 
application  stage  address  performance 
when  the  applicant  is  submitting  a 
report  on  past  performance.  One 
commentor  pointed  out  that  the  new 
proposed  requirements  did  not  require 
public  hearings  for  an  amendment 
requiring  HUD  approval.  HUD  intended 
such  a  requirement  and,  accordingly,  a 
new  provision  to  the  CP  plan  has  been 
added  at  (b)(9).  Also,  two  commentors 
indicated  that  there  was  no  public 
hearing  requirement  at  project  closeout 
when  a  grantee  did  not  apply  for  a 
subsequent  grant.  HUD  believes  that 
local  public  reporting  is  appropriate  at 
closeout  and  a  requirement  has  been 
added  to  the  CP  plan  at  (b)(7)  to  require 
a  public  hearing  on  performance  during 
~  the  closeout  process. 

Two  comments  were  received  on  the 
requirements  at  (c)(5)  on  consideration 
of  objections.  One  believed  the 


publication  of  the  grounds  for  objection 
was  too  costly  and  not  necessary.  HUD 
feels  that  publication  of  precise  bases 
for  objection  is  necessary  given  the 
careful  balance  between  substantive 
citizen  involvement  and  the  ultimate 
responsiblity  of  the  local  government.  In 
response  to  the  other  comment,  HUD 
has  clarified  that  the  public  notice  of 
submission  of  the  application  must  be 
made  at  the  time  of  submission  to  HUD. 

There  were  five  other  unrelated 
comments  in  which  suggestions  were 
made  in  wording.  HUD  has  chosen  not 
to  adopt  these  because  they  would  tend, 
taken  as  whole,  to  begin  to  lengthen  the 
regulations  and  lead  to  other  changes 
beyond  HUD’s  intent  of  requiring  a 
basic  famework  for  meaningful  CP.  One 
suggested  "timely  and  responsive" 
language  in  responding  to  complaints, 
another  suggested  fixing  a  minimum 
time  to  respond  to  proposals,  a  third 
wanted  a  discussion  of  the  policy  role  of 
citizens,  while  another  wanted  HUD  to 
state  that  CP  must  be  conducted  in  an 
open  manner,  and  one  commentor 
wanted  HUD  to  indicate  the  minimum 
time  announcement  and  execution  of  a 
public  hearing.  Additionally,  one 
commentor  argued  that  the  CP  plan 
should  be  submitted  automatically  to 
HUD.  HUD  believes  this  would  lead  to 
unnecessary  emphasis  on  the  written 
plan,  rather  than  implementation  of  CP. 
HUD,  of  course,  may  review  the  plan 
during  monitoring  or  may  ask  for  it  to  be 
submitted  when  certain  complaints  are 
raised.  Finally,  HUD  believes  that  CP  is 
an  important  element  as  a  process 
toward  achieving  community 
development  objectives,  but  is  not  an 
end  in  itself.  Therefore,  HUD  does  not 
agree  with  one  commentor  who 
suggested  that  bonus  points  be  awarded 
for  particularly  effective  citizen 
participation. 

§  570.432  Single  Purpose  Grants  for 
imminent  threat  to  public  health  or 
safety. 

Paragraph  (c)  has  been  changed  to 
indicate  that  there  is  no  requirement  for 
environmental  reviews  for  Single 
Purpose  applications  which  are  for 
imminent  threat  to  the  public  health  or 
safety,  in  accordance  with  the 
provisions  of  the  environmental 
regulations  at  24  CFR  58.21(b)(6). 

§  570.433  HUD  review  and  actions  on 
full  applications  for  Single  Purpose  and 
Comprehensive  Grants. 

Paragraph  (b)(2),  Criteria  for 
conditional  approval,  has  been 
expanded  to  incorporate  §  570.311(f)  (1) 
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and  (2).  However,  an  applicant  for  a 
Small  Cities  Program  grant  that  has  not 
met  the  capacity  and  performance 
criteria  of  §  570.423(c)  would  not  be 
selected  for  funding;  therefore 
§  570.311(f)(3)  is  inappropriate  to  the 
Small  Cities  Program  and  has  not  been 
included  in  this  section. 

Paragraph  (b)(3),  Criteria  for 
disapproval  of  an  application,  has  been 
expanded  to  incorporate  §  570.311(c). 

§  570.311(c)(2)(ii)  deals  with  the 
requirement  that  the  application  must 
address  deteriorated  housing  in  at  least 
one  concentrated  area.  This  requirement 
is  not  appropriate  for  all  Small  Cities 
applicants,  and  has  not  been  included  in 
this  section. 

Paragraph  (b)(3)(i)  is  added  and 
provides  for  disapproval  of  an 
application  if  information  obtained 
based  on  a  field  review  or  from  other 
sources  requires  rerating  of  a 
preapplication  and  results  in  a  rating  no 
longer  sufficiently  high  to  warrant 
approval  when  compared  with  other 
preapplications  in  the  competition. 

The  reference  to  §  570.302(b)(2) 
contained  in  §  570.311(c)(2)(iii)  has  been 
changed  to  §  570.420(k)  in  paragraph 
(b)(3)(iii)(B)  to  meet  the  requirements  of 
the  Small  Cities  Progam  dealing  with 
benefit  to  low-  and  moderate-income 
persons. 

§  570.434  Program  amendments  for 
Single  Purpose  and  Comprehensive 
Grants. 

Paragraph  (b)(1),  Comprehensive 
Grant,  has  been  expanded  to 
incorporate  the  referenced  conditions  in 
§  570.312(b)  whereby  a  Comprehensive 
applicant  must  request  HUD  approval 
for  amendments  to  its  Housing 
Assistance  Plan. 

§  570.435  Modified  OMB  Circular  No. 
A-95  procedures  for  the  Small  Cities 
program 

Because  HUD  has  been  granted 
variations  to  the  normal  procedures,  two 
revisions  are  made  in  the  regulations.  A 
preapplicant/applicant  is  still  permitted 
to  submit  simultaneously  its 
preapplication/full  application  to  HUD 
and  to  clearinghouses.  This  procedure 
allows  HUD  to  speed  up  final  action  of 
preapplications/applications.  However, 
HUD  will  make  no  final  decisions  until  it 
has  received  and  dealt  with  the 
clearinghouse  comments  or  until  at  least 
45  days  have  elapsed.  Additionally,  a 
requirement  that  preapplicants  notify 
clearinghouses  of  their  intent  to  submit 
a  preapplication  at  least  30  days  prior  to 
the  HUD  submission  deadline  has  been 
added.  HUD  looks  to  clearinghouses  to 
provide  assistance  and  encourages 
contact  as  early  as  possible,  before  any 


decisions  are  made.  Because  this 
contact  is  intended  to  provide  general 
and  sometimes  specific  assistance,  no 
decisions  such  as  grant  amount  or 
program  content  need  be  made  prior  to 
this  contact.  This  requirement  of  prior 
notification  has  been  added  at 
§  570.435(b). 

Comments  by  clearinghouses  are 
taken  into  account  and  normally 
resolved  in  the  ranking  process  at  the 
preapplication  stage  before  HUD  invites 
full  applications.  However,  on  occasion, 
some  clearinghouse  comments  at  the 
preapplication  stage  require  further 
interaction  between  the  applicant  and 
the  clearinghouses.  Such  comments 
should  be  resolved  prior  to  the  full 
application  submission  to  HUD. 
Accordingly,  a  new  sentence  making 
this  a  requirement  has  been  added  at 
§  570.435(c). 

Paragraph  (c),  A-95  requirements  for 
applications,  has  been  clarified  to 
include  a  reference  to  the  annual 
submission  of  a  multiyear  application. 

24  CFR  Part  570,  Subpart  F  is  amended 
to  read  as  follows: 

Subpart  F— Small  Cities  Program 

Sec. 

570.420  General. 

570.421  Preapplications  and  applications  by 
States  and  counties;  joint  preapplications 
and  applications. 

570.422  State  participation.  [Reserved] 

570.423  Comprehensive  Grant  program 
general  requirements. 

570.424  Selection  system  for  Comprehensive 
Grants. 

570.425  Preapplications  for  Comprehensive 
Grants. 

570.426  Applications  for  Comprehensive 
Grants. 

570.427  Single  Purpose  Grant  program, 
general  requirements. 

570.428  Selection  system  for  Single  Purpose 
Grants. 

570.429  Preapplications  for  Single  Purpose 
Grants. 

570.430  Applications  for  Single  Purpose 
Grants. 

570.431  Citizen  participation  requirements 
for  Comprehensive  and  Single  Purpose 
Grants. 

570.432  Single  Purpose  Grants  for  imminent 
threat  to  public  health  or  safety. 

570.433  HUD  review  and  action  on  full 
applications  for  Single  Purpose  and 
Comprehensive  Grants. 

570.434  Program  amendments  for  Single 
Purpose  and  Comprehensive  Grants. 

570.435  Modified  OMB  Circular  No.  A-95 
procedures  for  the  Small  Cities  Program. 

II.  Part  570,  Subpart  F  is  proposed  to 
read  as  follows; 

Subpart  F— Small  Cities  Program 

§  570.420  General. 

(a)  Scope  and  Applicability.  This 
Subpart  describes  the  Small  Cities 
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Program’s  policies  and  procedures. 

Funds  for  this  Program  are  those 
provided  through  the  metropolitan  and 
nonmetropolitan  balances  described  in 
§  570.104(c)  in  Subpart  B  of  this  Part. 
Except  as  modified  in  this  Subpart,  the 
policies  and  procedures  set  forth  in 
Subparts  A,  B,  C,  J,  K,  and  O  of  this  Part, 
as  well  as  those  Sections  of  Subpart  D 
of  this  Part  which  are  snecifically  cited 
in  this  Subpart,  apply  to  the  Small  Cities 
Program.  The  HUD  Environmental 
Review  Procedures  contained  in  24  CFR 
Part  58  also  apply  to  this  Subpart. 

(b)  Program  Objectives.  The  Small 
Cities  Program  provides  grants  to  States 
and  units  of  general  local  government  in 
both  metropolitan  and  nonmetropolitan 
areas  to  undertake  the  same  community 
development  activities  as  may  be 
funded  in  the  entitlement  grant  program. 
The  Small  Cities  Program,  however,  is 
competitive  in  nature  and  the  demand 
for  funds  far  exceeds  the  amount 
available.  Therefore,  eligible  applicants 
selected  for  funding  will  be  those 
communities  having  the  greatest  need  as 
evidenced  by  poverty  and  whose 
applications  most  adequately  address 
locally-determined  needs  of  low-  and 
moderate-income  persons,  consistent 
with  one  or  more  of  the  following 
purposes. 

(1)  Support  realistic  and  attainable 
strategies  for  expanding  low-  and 
moderate-income  housing  opportunities; 

(2)  Promote  expansion  of  housing 
choice  for  low-  and  moderate-income 
persons  outside  areas  of  minority  and 
low-  and  moderate-income 
concentrations  or  in  revitalizing 
neighborhoods; 

(3)  Promote  more  rational  land  use; 

(4)  Provide  increased  economic 
opportunities  for  low-  and  moderate- 
income  persons; 

(5)  Correct  deficiencies  in  public 
facilities  which  affect  the  public  health 
or  safety,  especially  of  low-  and 
moderate-income  persons. 

(c)  Eligible  applicants.  Eligible 
applicants  are  States  and  units  of 
general  local  government,  excluding  ' 
metropolitan  cities,  urban  counties,  units 
of  government  which  are  participating  in 
urban  counties  or  metropolitan  cities, 
even  if  only  part  of  the  participating  unit 
of  government  is  located  in  the  urban 
county  or  metropolitan  city,  and  Indian 
tribes  eligible  for  assistance  under 
Section  107(a)(7)  of  the  Act.  An 
application  may  be  submitted 
individually,  jointly,  or  by  a  county  or 
State  in  behalf  of  other  units  of  general 
local  government. 

(d)  Types  of  grants.  Recognizing  that 
needs  of  communities  vary  widely,  the 
Small  Cities  Program  has  two  types  of 


grants — Comprehensive  and  Single 
Purpose. 

(e)  Distribution  of  funds  between 
Comprehensive  Grants  and  Single 
Purpose  Grants.  Within  both  the 
metropolitan  and  nonmetropolitan 
balances  for  each  Area  Office’s 
jurisdiction,  25  to  35  percent  of  the  funds 
are  reserved  for  Single  Purpose  Grants, 
with  the  remainder  reserved  for 
Comprehensive  Grants.  Exceptions  to 
these  percentages  may  be  made  where 
there  is  insufficient  demand  for 
Comprehensive  Grants  to  justify  a  65 
percent  reservation  or  where  the 
demand  for  Comprehensive  Grants 
justifies  a  reservation  of  more  than  75 
percent.  In  determining  the  demand  for 
Comprehensive  Grants,  the  Area  Office 
shall  consider  the  quality  of  projects, 
based  on  the  selection  criteria  contained 
in  these  regulations. 

(f)  Size  of  grants.  (1)  Ceilings.  Within 
the  metropolitan  and  nonmetropolitan 
areas  of  each  Area  Offices’s  jurisdiction, 
HUD  may  establish  general  ceilings  for 
both  Single  Purpose  and  Comprehensive 
Grants.  Separate  ceilings  may  be 
established  for  Comprehensive  Grants 
with  multiyear  commitments,  or  joint 
applications,  or  for  applications  in 
behalf  of  other  units  of  government. 

(2)  Individual  grant  amounts.  Both 
Single  Purpose  and  Comprehensive 
Grants  for  specific  grantees  will  be 
provided  in  amounts  commensurate 
with  the  size  of  the  applicant  and  the 
applicant’s  program.  In  determining 
appropriate  grant  amounts  for  each 
applicant,  HUD  may  consider  an 
applicant’s  population,  need,  proposed 
activities,  ability  to  carry  out  the 
proposed  program,  and  previous  funding 
levels. 

(g)  Restrictions  on  applying  for  grants. 
Each  unit  of  general  local  government, 
except  counties,  may  apply  for  a 
Comprehensive  or  a  Single  Purpose 
Grant,  but  not  both,  in  each  fiscal  year. 
As  described  in  §  570.421,  a  State  or  a 
county  may  apply  for  two  grants,  one 
Single  Purpose  and  one  Comprehensive, 
if  one  or  both  of  the  applications  are  in 
behalf  of  one  or  more  units  of  general 
local  government  within  its  jurisdiction. 
In  each  fiscal  year,  each  unit  of  general 
local  government,  except  counties,  may 
be  included  in  only  one  application, 
either  individual,  joint,  or  as  part  of  a 
county  or  State  application  in  its  behalf. 
In  addition,  applicants  may  apply  for 
imminent  threat  grants,  as  described  in 
§  570.432. 

(h)  Method  of  selecting  grantees. 

(1)  HUD  has  established  national 

selection  and  rating  systems  for  both 
Comprehensive  and  Single  Purpose 
Grants  which  identify  the  criteria  used 
in  selecting  applicants.  Preapplications 


are  required  for  both  types  of  grants. 
These  are  divided  into  metropolitan  and 
nonmetropolitan  pools  for  both  types  of 
grants  and  rated  and  ranked  pursuant  to 
§  §  570.424  and  570.428,  respectively.  An 
applicant  must  include  sufficient 
information  in  its  preapplication  to 
permit  HUD  to  rate  the  preapplication 
against  the  various  selection  criteria 
(except  the  needs  factors  described  in 
§  570.424  (a)  and  (b)  and  in  §  570.428  (a) 
and  (b)),  and  must  advise  HUD  of  the 
source  of  information  and  the  method 
used  to  compile  the  information  for  the 
preapplication.  Existing  sources  of 
information,  such  as  areawide  analyses. 
State  plans  or  needs  assessments,  and 
data  from  the  Bureau  of  the  Census, 
should  be  used  whenever  possible. 

Local  surveys  may  be  necessary  to 
document  the  information  submitted  in 
the  preapplication.  Decisions  made  by 
HUD  in  selecting  grantees  are 
documented  and  will  be  made  available 
to  the  public  upon  request. 

(2)  HUD  shall  establish  deadlines  for 
submission  of  preapplications  by 
publication  of  a  Notice  in  the  Federal 
Register. 

(i)  Data.  Data  used  in  this  Subpart 
with  respect  to  the  needs  factors 

(§  570.424(aHb)  and  §  570.428(a)-(b))  is 
from  the  United  States  Bureau  of  the 
Census.  HUD  uses  the  most  recent 
Census  data  which  is  consistent  as  of 
the  same  point  or  period  in  time  for  all 
data  elements  in  each  needs  factor  and 
which  can  be  applied  to  all  potential 
applicants  in  the  nonmetropolitan  or 
metropolitan  areas  of  the  State. 
However,  a  HUD  Regional  office  may 
authorize  the  use  of  updated  data 
developed  by  a  State  agency  for  the 
entire  nonmetropolitan  area  or  all 
metropolitan  areas  of  the  State  in  lieu  of 
Federal  census  data  if  the  following 
criteria  are  met: 

(1)  The  data  have  been  updated  in 
such  a  manner  that  they  can  be  applied 
to  all  potential  applicants  in  the 
nonmetropolitan  or  metropolitan  areas 
of  a  State: 

(2)  The  data  are  generally  available 
and  can  be  verified  by  HUD; 

(3)  The  data  can  be  submitted  in  a 
usable  form  no  later  than  30  days  prior 
to  the  deadline  for  submission  of 
preapplications. 

(j)  Previous  audit  findings  and 
outstanding  monetary  obligations.  HUD 
shall  not  accept  a  preapplication  from 
an  applicant  or  a  preapplication  in 
behalf  of  a  unit  of  general  local 
government  that  has  an  outstanding 
audit  finding  for  any  HUD  program  or 
has  an  outstanding  monetary  obligation 
to  HUD.  The  Regional  Administrator 
may  provide  waivers  to  this  prohibition, 
but  in  no  instance  shall  a  waiver  be 
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provided  when  funds  are  due  HUD, 
unless  a  satisfactory  arrangement  for 
repayment  of  the  debt  has  been  made. 

(k)  Program  Design.  The  program  as  a 
whole  must  principally  benefit  low-  and 
moderate-income  persons  and  directly 
impact  on  the  applicant's  needs.  In 
addition,  the  selection  process  of  the 
Small  Cities  Program  is  heavily 
weighted  toward  those  programs  which 
have  the  greatest  benefit  to  low-  and 
moderate-income  persons.  All  activities 
contained  within  such  programs  must 
either  benefit  low-  and  moderate  income 
persons,  or  aid  in  the  prevention  or 
elimination  of  slums  or  blight,  or  meet 
other  community  development  needs 
having  a  particular  urgency. 

(l)  Activities  outside  an  applicant’s 
boundaries.  An  applicant  may  conduct 
eligible  block  grant  activities  outside  its 
boundaries  provided  that 
nonmetropolitan  funds  may  only  be 
used  in  nonmetropolitan  areas,  and 
metropolitan  funds  may  only  be  used  in 
metropolitan  areas.  These  activities 
must  be  demonstrated  to  be  appropriate 
to  meeting  the  applicant’s  needs  and 
objectives  and  must  be  consistent  with 
State  and  local  law.  This  provision 
includes  using  funds  provided  under  this 
Subpart  in  a  metropolitan  city  or  an 
urban  county. 

§  570.421  Preapplications  and  applications 
by  States  and  counties;  joint 
preapplications  and  applications. 

(a)  General.  A  State  or  a  county  may 
apply  for  two  grants,  one  Single  Purpose 
and  one  Comprehensive,  if  one  or  both 
of  the  applications  are  in  behalf  of  one 
or  more  units  of  general  local 
government  within  its  jurisdiction.  For 
purposes  of  this  section,  the  term 
“county”  does  not  include  urban 
counties. 

(b)  Preapplications  and  applications 
in  behalf  of  others.  A  State  or  county 
which  submits  a  preapplication  and 
application  in  behalf  of  one  or  more 
units  of  government  shall  execute  a 
written  cooperation  agreement  between 
itself  and  each  participating  unit  of 
government.  The  agreement  must  be 
submitted  with  the  preapplication. 

The  purpose  of  the  cooperation 
agreement  is  to  delineate  the 
responsibilities  and  authorities  of  the 
State  or  county  applicant  and  each 
participating  unit  of  government  with 
respect  to  the  Small  Cities 
preapplication,  application,  and  grant 
The  agreement  must  be  approved  in 
accordance  with  local  law  and  provide 
that  the  State  or  county  and  the 
participating  unit  will  cooperate  in 
undertaking  the  grant  program,  including 
implementing  the  Housing  Assistance 
Plan  and  the  certifications  submitted 


with  the  application.  The  agreement 
may  include  other  responsibilities  and 
obligations  to  which  the  State  or  county 
applicant  and  the  participating  unit  of 
government  agree.  The  State  or  county 
applicant  is  responsible  for  ensuring 
compliance  with  all  laws,  regulations, 
and  Executive  Orders  applicable  to  the 
Community  Development  Block  Grant 
program. 

(c)  Joint  preapplications  and 
applications.  Units  of  general  local 
government,  including  counties,  may 
submit  a  joint  preapplication  and 
application  which  addresses  common 
problems  faced  by  the  jurisdictions.  A 
joint  preapplication  and  application 
must  address  a  common  problem,  the 
solution  to  which  requires  the  mutual 
action  of  the  joint  applicants. 

A  joint  preapplication  and  application 
must  be  pursuant  to  a  written 
cooperation  agreement  submitted  with 
the  preapplication.  The  purpose  and  the 
content  of  this  cooperation  agreement  is 
the  same  as  described  in  §  570.421(b).  In 
addition,  this  cooperation  agreement 
must  authorize  one  of  the  participating 
units  of  governments  to  act  as  the 
applicant  which  will  submit  the 
preapplication  and  application  to  HUD. 

(d)  Limits  on  applying  for  assistance. 
A  unit  of  general  local  government 
included  in  a  preapplication  and  an 
application  submitted  by  a  State  or 
county  in  its  behalf,  or  included  in  a 
joint  preapplication  and  application, 
may  not  otherwise  apply  for  assistance 
under  this  Subpart. 

(e)  Data  considerations.  With  respect 
to  a  county  or  State  preapplication  in 
behalf  of  itself,  data  used  to  rate  the 
needs  factors  (§  570.424(a}-(b)  and 

§  570.428(a)-(b))  is  that  of  the  entire 
unincorporated  area  of  the  county  or 
counties  in  which  activities  are  to  take 
place.  However,  HUD  may  use  data  at 
the  town  or  township  level  where  it  is 
available  and  used  for  all  county  or 
State  applicants  within  a  competition. 

If  a  county  applicant  proposes 
activities  in  a  metroplitan  city  or  an 
urban  county,  data  from  the  entire 
unincorporated  area  of  the  county  is 
used.  Data  from  the  metropolitan  city  or 
urban  county  is  not  used. 

With  respect  to  a  county  or  State 
preapplication  in  behalf  of  an 
incorporated  place,  data  from  the 
incorporated  place  is  used  to  rate  the 
needs  factors.  When  a  preapplication  is 
in  behalf  of  more  than  one  other  unit  of 
government,  data  from  each  is 
aggregated. 

For  joint  preapplications,  data  from 
each  participating  unit  is  aggregated. 

(f)  Housing  Assistance  Plans. 

(1)  If  there  is  a  HUD-approved 

Housing  Assistance  Plan  for  a  unit  of 
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general  local  government  in  which  the 
State  or  county  intends  to  carry  out 
activities,  the  State  or  county  may 
satisfy  its  Housing  Assistance  Plan 
requirements  by  indicating  its  support  of 
the  existing  plan. 

(2)  For  joint  applications  and 
applications  in  behalf  of  units  of  general 
local  government,  the  Housing 
Assistance  Plan  (HAP)  must  relate  to 
each  unit  of  government  in  which 
activities  are  to  be  carried  out.  The  plan 
must  be  adopted  by  each  unit  of  general 
local  government  included  in  the 
application  and  must  be  consistent  with 
any  other  HAP  applicable  to  these 
jurisdictions. 

§  570.422  State  participation.  [Reserved] 

§  570.423  Comprehensive  Grant  program, 
general  requirements. 

(a)  Definition.  A  comprehensive 
program  must  meet  all  of  the  following 
criteria: 

(1)  Address  a  substantial  portion  of 
the  identifiable  community  development 
needs  within  a  defined  concentrated 
area  or  areas; 

(2)  Involve  two  or  more  activities  that 
bear  a  relationship  to  each  other, 
excluding  administration,  planning,  and 
management,  and  which  either  in  terms 
of  support  or  necessity  are  carried  out  in 
a  coordinated  manner; 

(3)  Have  beneficial  impact  within  a 
reasonable  period  of  time:  and 

(4)  Be  developed  through  assessment 
of  the  applicant’s  community 
development,  housing,  and  economic 
needs. 

Exceptions  to  the  requirement  that  the 
activities  be  concentrated  within  a 
defined  area  or  areas  may  be  made  if 
the  applicant  can  demonstrate  to  HUD’s 
satisfaction  that  the  proposal  represents 
a  reasonable  means  of  addressing  the 
needs  identified. 

A  preapplication  for  a  Comprehensive 
Grant  which  does  not  meet  the 
definition  of  the  Comprehensive  Grant 
program  may  be  considered  for  a  Single 
Purpose  Grant. 

(b)  Funding  Commitments. 

(1)  HUD  may  make  commitments  of 
up  to  three  years  for  a  Comprehensive 
Grant  program,  subject  to  the 
availability  of  appropriations.  In 
determining  the  number  of  years  for 
which  a  commitment  is  made,  HUD 
shall  consider  the  nature  of  the  program 
proposed,  the  previous  performance  of 
the  applicant,  including  both  community 
development  and  housing,  the  capacity 
of  the  applicant  to  carry  out  the  program 
proposed,  the  scheduling  of  the  program, 
and  the  year-by-year  fund  requirements. 
Special  consideration  for  funding 
commitments  beyond  one  year  are  given 
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to  those  applicants  currently  carrying 
out  a  Comprehensive  Grant  program 
and  subject  to  the  hold-harmless  phase 
out  provisions  of  Section  106(h)  of  the 
Housing  and  Community  Development 
Act  of  1974,  as  amended. 

(2)  Grant  requests,  either  by 
themselves  or  in  combination  with  other 
stated  funding  sources,  must  be 
sufficient  to  complete  the  program 
described. 

(3)  Once  an  applicant  is  selected  for  a 
multiyear  commitment  and  funds  are 
available,  it  does  not  compete  in  the 
selection  process  for  funding  during 
subsequent  years  of  its  commitment. 
Funds  are  provided  in  the  subsequent 
fiscal  years  after: 

(i)  The  grantee  submits  the  annual 
submission  of  a  multiyear  application 
described  in  §  570.426(i),  including  an 
assessment  of  its  performance  for  each 
prior  grant  which  addresses  the  capacity 
and  performance  considerations 
described  in  §  570.423(c),  and  HUD 
determines  that  the  annual  program  is 
consistent  with  that  described  in  the 
original  application  or  has  been  properly 
amended  pursuant  to  §  570.434. 

(ii)  HUD  determines  that  the  grantee’s 
performance  is  adequate.  Performance 
determinations  are  based  on  the  criteria 
described  in  §  570.423(c). 

(iii)  HUD  approves  the  application 
under  the  provisions  of  §  570.433. 

(c)  Capacity  and  performance; 
threshold  considerations  for  grant 
approval.  No  grant  is  made  to  an 
applicant  that  lacks  the  capacity  to 
undertake  the  proposed  program.  In 
addition,  applicants  which  have 
participated  in  the  Block  Grant  Program 
previously  must  have  performed 
adequately.  Performance  and  capacity 
determinations  are  made  as  of  the  date 
the  preapplication  is  due  in  the  Area 
Office  and  may  be  the  basis  for  rejecting 
a  preapplication  from  further 
consideration.  In  determining  whether 
an  applicant  has  performed  adequately, 
HUD  examines  the  applicant’s 
performance  in  the  following  areas: 

(1)  Community  development 
activities.  Compared  with  the 
applicant’s  schedule  or  schedules 
submitted  in  each  previously  funded 
application: 

(1)  The  rate  of  progress  achieved  in 
moving  activities  into  execution:  and 

(ii)  The  rate  of  expenditure  and 
obligation  of  community  development 
funds. 

(2)  Housing  assistance,  (i)  The  actual 
progress  achieved  in  meeting  goals 
established  under  an  approved  Housing 
Assistance  Plan; 

(ii)  Absent  achievement  of  such  goals, 
the  actions  taken  by  the  community  to 
facilitate  the  provision  of  housing 


assistance  for  low-  and  moderate- 
income  persons,  such  as: 

(A)  Removal  of  impediments  such  as 
restrictive  zoning  or  building  codes; 

(B)  Changes  in  land  use  to  facilitate 
construction; 

(C)  Provision  of  sites  and/or 
necessary  infra-structure; 

(D)  Organization  of  a  housing 
authority  or  other  similar  entity; 

(E)  Development  of  a  Section  701  land 
use  or  housing  element. 

(3)  Compliance  with  applicable  laws 
and  regulations,  (i)  The  applicant’s 
compliance  with  the  laws,  regulations, 
and  Executive  Orders  applicable  to  the 
Community  Development  Block  Grant 
program; 

(ii)  Resolution  of  findings  made  as  a 
result  of  HUD  monitoring;  and 

(iii)  Resolution  of  audit  findings. 

§  570.424  Selection  system  for 
Comprehensive  Grants. 

Preapplications  are  rated  and  scored 
against  each  of  the  following  factors.  All 
points  for  each  factor  are  rounded  to  the 
nearest  whole  number.  The  maximum 
score  possible  is  995  points  for 
metropolitan  applicants  and  945  for 
nonmetropolitan  applicants. 

Points 


(a)  Need— absolute  number  of  poverty  persons _  75 

(b)  Need— percent  of  poverty  persons _  75 

(c)  Program  factor— impact  of  the  proposed  pro¬ 
gram . .  400 

(d)  Benefit  to  low-  and  moderate-income  persons .  200 

(e)  Outstanding  performance: 

Housing . . 100 

Local  equal  opportunity  efforts _  50 

(f)  Areawide  Housing  Opportunity  Plan  (AHOP) 

(metropolitan  applicants  only) _ — _ _ _  50 

(g)  State's  rating . 25 

(h)  Energy  conservation  or  production _  20 


Preapplications  from  counties  in  behalf 
of  themselves,  States  in  behalf  of 
themselves  or  in  behalf  of  counties,  or 
joint  preapplications  in  which  a  county 
is  participating,  are  scored  separately 
with  respect  to  the  needs  factors  of 
§  570.424(a)-(b). 

(a)  Need — absolute  number  of  poverty 
persons  (75  points).  All  applicants  are 
compared  in  terms  of  the  number  of 
persons  whose  incomes  are  below  the 
poverty  level.  Individual  scores  are 
obtained  by  dividing  each  applicant’s 
absolute  number  of  persons  in  poverty 
by  the  greatest  number  of  persons  in 
poverty  of  any  applicant  and  multiplying 
by  75. 

(b)  Need— percent  of  poverty  persons 
(75  points).  All  applicants  are  compared 
in  terms  of  the  percentage  of  their 
population  below  the  poverty  level. 
Individual  scores  are  obtained  by 
dividing  each  applicant’s  percentage  of 
persons  in  poverty  by  the  highest 
percentage  of  persons  in  poverty  of  any 
applicant  and  multiplying  by  75. 

(c)  Program  factor — impact  of  the 
proposed  program  (400 points).  Each 


applicant  shall  select  four  program 
design  criteria  from  among  the  following 
eleven.  HUD  shall  measure  the  impact 
of  the  program  on  low-  and  moderate- 
income  persons  for  each  of  the  program 
design  criteria  selected,  based  on  the 
results  to  be  achieved  in  relation  to  the 
amount  of  funds  requested,  the  number 
of  persons  to  benefit  given  the  type  of 
program,  the  nature  of  the  benefit, 
additional  actions  that  may  be 
necessary  to  fully  resolve  the  need, 
previous  actions  taken  by  the  applicant 
to  address  the  need,  whether 
displacement  will  be  involved  and  what 
steps  will  be  taken  to  minimize 
involuntary  displacement  and  to 
mitigate  its  adverse  effects  or  related 
hardships,  environmental 
considerations,  and  where  appropriate, 
site  selection  standards.  Each  applicant 
must  use  specific  measurable  terms  to 
explain  how  its  program  benefits  low- 
and  moderate-income  persons. 

(1)  Program  design  criteria. 

(1)  Supports  comprehensive 
neighborhood  conservation, 
stabilization,  and/or  revitalization. 

(ii)  Provides  housing  choice  on  a 
regional  basis;  or  implements  a  HUD- 
approved  Areawide  Housing 
Opportunity  Plan. 

(iii)  Provides  housing  choice  within 
the  community  either  outside  areas  with 
concentrations  of  minorities  and  low- 
and  moderate-income  persons  or  in  a 
neighborhood  which  is  experiencing 
revitalization  and  substantial 
displacement  as  a  result  of  private 
reinvestment,  by  enabling  low-  and 
moderate-income  persons  to  remain  in 
their  neighborhood. 

(iv)  Supports  the  expansion  of  housing 
by  providing  additional  housing  units 
not  previously  available. 

(v)  Addresses  a  serious  deficiency  in 
a  community’s  public  facilities. 

(vi)  Expands  or  retains  employment 
opportunities. 

(vii)  Attracts  or  retains  businesses 
which  provide  essential  services. 

(viii)  Removes  slums  or  blighted 
conditions. 

(ix)  Resolves  a  serious  threat  to  health 
or  safety. 

(x)  Supports  another  Federal  program 
or  programs  being  undertaken  in  the 
community  or  deals  with  the  adverse 
impact  of  another  recent  Federal  action. 
The  other  Federal  program  or  action 
must  be  of  substantial  size  or  impact  in 
the  community  in  relation  to  the 
proposed  program. 

(xi)  Supports  energy  production  or 
conservation. 

(2)  Rating  and  ranking  methods.  This 
factor  requires  a  two-step  rating 
process.  First,  the  potential  of  the 
proposed  program  of  activities  to 
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achieve  the  results  intended  by  each 
selected  criterion  when  considered  in 
relation  to  other  communities 
addressing  the  same  criterion  is 
assessed.  A  numerical  value  is  assigned, 
based  on  the  following: 


The  results  would  have  insignificant  impact .  0 

The  results  would  have  minimal  impact . .  2 

The  results  would  have  a  moderate  impact .  4 

The  results  would  have  a  substantial  impact . .  8 


After  each  of  the  four  criteria  selected 
by  an  applicant  is  rated  and  a  value 
assigned,  the  total  is  added  (Program 
Impact  Score  maximum  is  32).  Then,  the 
actual  points  are  determined  by  dividing 
each  applicant's  Program  Impact  Score 
by  the  highest  Program  Impact  Score 
achieved  by  any  applicant  and 
multiplying  the  result  by  four  hundred. 

(d)  Benefit  to  low  and  moderate 
income  persons  (200  points).  All 
applicants  are  compared  in  terms  of  the 
percent  of  funds  benefitting  low-  and 
moderate-income  persons.  Determining 
the  percentage  of  funds  benefitting  low- 
and  moderate-income  persons  requires 
three  steps.  First,  the  amount  of  funds  to 
benefit  low-  and  moderate-income 
persons  for  each  activity  is  determined 
by  dividing  the  number  of  low-  and 
moderate-income  persons  by  the  total 
number  of  persons  to  benefit  from  the 
activity  and  multiplying  by  the  amount 
of  Small  Cities  Program  funds  requested 
for  that  activity.  Then,  these  amounts  for 
each  activity  are  added  and  divided  by 
the  total  amount  of  requested  Small 
Cities  Program  funds.  This  number 
multiplied  by  100  is  the  percentage  of 
funds  benefitting  low-  and  moderate- 
income  persons.  Costs  of  planning, 
management,  and  administration  may 
not  be  included  in  this  computation. 

HUD  obtains  individual  scores  by 
dividing  each  applicant’s  percentage  by 
the  highest  percentage  achieved  by  any 
applicant  and  multiplying  the  results  by 
200.  The  appropriate  median  income 
amounts  for  low  and  moderate  income 
are  supplied  by  HUD.  Where 
appropriate,  HUD  may  modify  the 
geographic  area  used  in  the  definition  of 
low-  and  moderate-income  persons  at 
§  570.3  (o)  and  (p). 

(e)  Performance  in  housing  and  equal 
opportunity  (150  points) — (1)  Housing 
efforts  (100 points),  (i)  Fifteen  points  for 
each  of  the  following  criteria  are 
awarded  to  each  applicant  that 
demonstrates  outstanding  performance 
in: 

(A)  providing  housing  for  low-  and 
moderate-income  families  located  in  a 
manner  which  provides  housing  choice 
either  in  areas  outside  of  minority  and 
low-  and  moderate-income 
concentrations  or  in  a  neighborhood 
which  is  experiencing  revitalization  and 
substantial  displacement  as  a  result  of 


private  reinvestment,  by  enabling  low- 
and  moderate-income  persons  to  remain 
in  their  neighborhood;  or  if  the 
community  is  predominantly  inhabited 
by  persons  who  are  members  of 
minority  and/or  low-income  groups, 

HUD  shall  assess  the  extent  to  which 
assisted  housing  is  distributed 
throughout  the  community. 

(B)  integrated  occupancy  by  race  and 
ethnicity  in  assisted  housing  projects 
and,  if  the  applicant  has  a  Section  8 
Existing  Housing  Program,  evidence  of 
locational  choice  in  the  Section  8 
Existing  Housing  Program  demonstrated 
in  the  occupancy  of  units. 

(C)  active  enforcement  of  a  fair 
housing  ordinance  at  least  equivalent  in 
scope  and  coverage  to  Title  VIII  of  the 
Civil  Rights  Act  of  1968. 

(D)  implementation  of  a  HUD- 
approved  New  Horizons  Fair  Housing 
Assistance  Project  (or  demonstrated 
participation  in  a  HUD-approved 
county/State/regional  New  Horizons 
Project)  or  a  fair  housing  strategy  that  is 
equivalent  in  scope  to  a  New  Horizons 
Project. 

(ii)  Twenty  points  for  each  of  the 
following  criteria  are  awarded  to  each 
applicant  that  demonstrates  outstanding 
performance  in: 

(A)  meeting  its  large  family  housing 
assistance  needs  in  relation  to  that 
proportion  of  need. 

(B)  carrying  out  housing  assistance 
goals  from  previous  HAP(s)  or,  if  the 
applicant  has  no  prior  HAP,  meeting  a 
significant  proportion  of  its  housing 
assistance  needs. 

(2)  Local  Equal  Employment  and 
Entrepreneurial  Efforts  (50  points). 

(i)  Twenty-five  points  are  awarded  to 
each  applicant  that  demonstrates  that 
its  percentage  of  minority  permanent, 
full-time  employees  is  greater  than  the 
percentage  of  minorities  within  the 
county  for  nonmetropolitan  applicants, 
or  within  the  SMSA  for  metropolitan 
applicants,  unless  the  percentage  of 
minority  population  in  the  community 
itself  exceeds  that  of  the  county  or 
SMSA,  in  which  case  minority 
employment  must  generally  reflect  the 
minority  population  of  the  community. 

(ii)  Twenty  points  are  awarded  to 
each  applicant  that  demonstrates  that  at 
least  five  percent  of  all  its  contracts 
based  on  dollar  value  have  been 
awarded  within  the  past  two  years  to 
minority  owned  and  controlled 
businesses,  providing  the  applicable 
percentage  of  minority  population  is  five 
percent  or  less.  If  the  applicable 
percentage  of  minority  population 
exceeds  five  percent,  then  the  applicant 
must  have  a  corresponding  percentage 
of  its  contracts  awarded  to  minority 
businesses;  however,  twenty  percent  of 


the  total  dollar  value  of  its  contracts 
awarded  to  minority  business  enterprise 
will  be  sufficient  for  award  of  points  for 
any  applicant.  The  applicable 
percentage  of  minority  population  is  the 
percentage  of  minorities  in  the 
applicant’s  jurisdiction,  or  in  the  county 
for  nonmetropolitan  applicants,  or  in  the 
SMSA  for  metropolitan  applicants, 
whichever  is  higher. 

(iii)  Five  points  are  awarded  to  each 
applicant  that  demonstrates  that  at  least 
five  percent  of  its  deposits  from  all 
sources,  measured  as  an  average  daily 
balance  over  the  past  year,  have  been 
deposited  in  a  minority  owned  and 
controlled  financial  institution.  The  year 
measured  is  the  year  ending  the  date  the 
preapplication  is  due  in  the  HUD  Area 
Office. 

(f)  Areawide  Housing  Opportunity 
Plan  (metropolitan  applicants  only,  50 
points).  Fifty  points  are  awarded  to  each 
metropolitan  applicant  that  is  in  its  first 
year  of  participation  in  a  HUD-approved 
Areawide  Housing  Opportunity  Plan 
(AHOP).  Each  applicant  which  has  been 
a  participating  jurisdiction  in  a  HUD- 
approved  AHOP  for  more  than  one  year 
is  awarded  the  fifty  points  if  the 
areawide  planning  organization  with  the 
approved  AHOP  certifies  that  the 
applicant  is  adequately  carrying  out  its 
responsibility  to  implement  the  AHOP. 
An  applicant  which  is  a  participating 
jurisdiction  in  an  AHOP  but  which  is  not 
adequately  fulfilling  its  commitments  to 
implement  the  AHOP  is  awarded  zero 
points.  The  time  period  considered  is 
measured  from  the  date  of  written  HUD 
approval  of  the  AHOP  to  the  date  the 
preapplication  is  due  in  the  HUD  Area 
Office. 

The  Area  Office  may  reject  the 
certification  by  the  areawide  planning 
organization  if  there  are  data  or  facts 
available  to  the  Area  Office  which 
indicate  that  a  community  is  not 
carrying  out  its  responsibility  to 
implement  the  AHOP. 

(g)  State’s  rating  (25 points).  Where 
there  is  a  HUD  approved  701  strategy 
statement,  the  State  may  recommend 
award  of  zero  to  25  points  to  each 
applicant,  except  itself,  whose  program 
implements  a  State  growth  or  resource 
coordination  strategy  or  enhances  the 
community's  position  as  a  regional 
center  of  economic  development,  as 
determined  by  the  State.  The  State  may 
take  into  consideration  regional  growth 
or  resource  coordination  strategies.  The 
State  must  submit  its  recommendation 
within  45  days  after  the  date 
preapplications  are  due  in  the  Area 
Office.  If  the  State’s  recommendation  is 
not  received  within  45  days  or  if  the 
State  chooses  not  to  recommend  point 
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awards,  each  applicant  is  awarded  zero 
points. 

In  the  absence  of  an  approved  State 
strategy,  the  Area  Office  shall  award 
zero  or  25  points  in  consultation  with  the 
State.  The  Area  Office  shall  consider 
whether  the  proposed  program 
implements  a  State  growth  or  resource 
coordination  strategy,  or  enhances  the 
community’s  position  as  a  regional 
center  of  economic  development. 

(h)  Energy  conservation  or  production 
(20  points).  Twenty  points  are  awarded 
to  each  applicant  that  demonstrates  that 
its  proposed  program  will  promote 
energy  conservation  or  support  energy 
production  in  the  applicant’s 
jurisdiction. 

(i)  Final  ranking.  The  points  received 
by  each  applicant  on  the  rating  factors 
are  totaled  and  the  preapplications 
ranked  according  to  the  point  totals. 
Invitations  for  full  applications  are 
based  on  this  final  ranking  to  the  extent 
funds  are  available.  However,  if  an  Area 
Office  made  a  procedural  error  in  the 
previous  year’s  competition,  that,  when 
corrected,  would  have  resulted  in 
awarding  sufficient  points  to  warrant  an 
invitation  to  an  applicant,  HUD  may 
invite  that  applicant,  if  otherwise 
eligible,  to  submit  a  full  application  for  ■ 
current  year  funding.  HUD  may  invite 
additional  applications  on  a  stand-by 
basis  in  the  event  one  of  the  higher 
ranked  preapplications  is  not  approved, 
or  additional  funds  become  available. 

§  570.425  Preapplications  for 
Comprehensive  Grants. 

(a)  Submission  requirements. 
Preapplications  shall  be  submitted  in  a 
form  prescribed  by  HUD  to  the 
appropriate  Area  Office  and  shall 
consist  of  the  following: 

(1)  Standard  Form  424,  as  prescribed 
by  OMB  Circular  A-102; 

(2)  A  program  narrative  statement 
which  consists  of  the  following: 

(i)  A  brief  description  of  the 
applicant’s  community  development 
problems/needs  to  be  served  by  the 
proposed  program:  and  identification  of 
the  criteria  for  selection  to  be  addressed 
by  the  program  and  whether  the 
program  principally  benefits  low-  and 
moderate-income  persons,  aids  in  the 
prevention  or  elimination  of  slums  and 
blight,  or  meets  other  community 
development  needs  having  a  particular 
urgency; 

(ii)  A  description  of  the  program  to  be 
carried  out  with  assistance  under  this 
Subpart  and  an  estimate  of  the  cost  of 
the  proposed  activities  including,  if 
applicable  other  sources  of  Federal 
funding; 


(iii)  Information  that  demonstrates  the 
impact  the  proposed  program  will  have 
on  the  design  criteria  being  addressed; 

(iv)  An  analysis  of  the  amount  of  , 
funds  that  will  be  used  to  benefit  low- 
and  moderate-income  persons.  The 
analysis  shall  indicate  the  total  number 
of  persons  to  be  served,  the  number  of 
persons  that  meet  the  definition  of  low 
and  moderate  income,  how  such  low- 
and  moderate-income  persons  are 
served,  and  the  nature  of  the  benefit; 
and 

(v)  Other  information  appropriate  to 
respond  to  the  other  criteria  for 
selection  set  forth  in  §  570.424, 
particularly  information  on  outstanding 
performance,  AHOP,  and  State’s  rating. 

(3)  A  certification  assuring  compliance 
with  all  the  citizen  participation 
requirements  of  §  570.431(c)(1). 

(4)  A  map  of  the  applicant’s 
jurisdiction  which  clearly  identifies: 

(i)  census  tracts  and/or  enumeration 
districts; 

(ii)  location  of  the  proposed  activities 
including  boundaries  of  areas  in  which 
activities  will  be  concentrated  and 
service  areas  of  activities  where 
appropriate; 

(iii)  location  of  areas  with  minorities, 
showing  numbers  and  percent;  and 

(iv)  location  of  areas  with  low-  and 
moderate-income  persons,  showing 
number  and  percent. 

(5)  Performance  reporting.  If  the 
applicant  has  received  prior  assistance 
under  this  Part,  an  assessment  of 
performance  under  prior  grants, 
addressing  the  capacity  and 
performance  considerations  described 
under  §  570.423(c). 

(b)  Submission  of  additional  data. 
Only  data  submitted  by  the  deadline  for 
submission  of  preapplications  is 
considered  in  the  selection  process, 
unless  specifically  requested  by  HUD  in 
writing.  All  other  data  received  after  the 
deadline  will  be  returned  to  the 
applicant. 

§  570.426  Applications  for  Comprehensive 
Grants. 

(a)  Community  Development  and 
Housing  Plan  Summary.  Each  applicant 
shall  submit  on  a  form  prescribed  by 
HUD  a  summary  of  its  three  year 
community  development  and  housing 
plan  which  identifies  its  community 
development  and  housing  needs, 
describes  a  comprehensive  strategy  for 
meeting  those  needs,  and  specifies  both 
short-  and  long-term  objectives  to  be 
met  by  the  strategy.  The  community 
development  and  housing  plan  summary 
shall  include: 

(1)  A  narrative  summary  of  the 
applicant’s  community  development  and 
housing  needs,  particularly  those  of  low- 


and  moderate-income  households  and 
any  special  needs  of  indentifiable 
segments  of  the  total  group  of  lower 
income  persons.  The  narrative  shall 
include  a  brief  description  of  the  major 
needs  for  neighborhood  revitalization, 
for  community  facilities  and  public 
improvements,  for  housing,  and  for 
economic  development  needs. 

(2)  Comprehensive  strategy.  The 
applicant  shall  describe  how  it  proposes 
to  meet  its  identified  community 
development  and  housing  needs, 
particularly  those  of  low-  and  moderate- 
income  households  residing  in  or 
expected  to  reside  in  the  community  and 
any  special  needs  of  identifiable 
segments  of  the  lower  income 
population.  The  provision  of  all 
improved  community  facilities  and 
public  improvements,  including 
supporting  health,  social  and  similar 
services  where  necessary  or 
appropriate,  shall  be  described  in  a 
manner  that  fully  ensures  opportunity 
for  participation  by,  and  benefits  to,  the 
handicapped.  The  strategy  shall  include 
the  following  components: 

(i)  Communitywide  component  which 
describes  the  development  strategy  of 
the  applicant,  the  major  objectives  the 
applicant  seeks  to  accomplish,  the 
priorities  it  has  established,  and  the 
factors  it  has  taken  into  account  in 
selecting  areas  for  treatment  and 
designing  programs  to  meet  identified 
needs. 

(ii)  Neighborhood  revitalization  shall 
include  the  strategy  for  maintaining  and 
preserving  viable  neighborhoods  and  for 
upgrading  neighborhoods  affected  by 
blight  and  deterioration.  The  strategy 
shall  emphasize  the  actions  to  be  taken 
that  will  improve  conditions  for  low- 
and  moderate-income  persons  residing 
in  or  expected  to  reside  in  the 
community. 

(iii)  Housing.  (A)  Describe  a 
communitywide  strategy  to  improve 
housing  conditions  and  to  meet  the 
housing  assistance  needs  that  have  been 
identified.  The  strategy  shall  include  a 
Housing  Assistance  Plan  (HAP)  as 
described  in  §  570.306.  It  shall  include: 
the  strategy  for  any  programs  to  be 
carried  out  on  a  communitywide  basis, 
such  as  provision  of  rehabilitation 
financing  for  low-  and  moderate-income 
persons  or  elimination  of  detrimental 
conditions;  regulatory  and  other  actions 
proposed  to  foster  housing  maintenance 
and  improvements;  strategy  for 
increasing  the  choice  of  housing 
opportunities  for  low-  and  moderate- 
income  persons,  including  members  of 
minority  groups  and  female-headed 
households,  efforts  to  achieve  expanded 
housing  opportunities  and  actions  to 
affirmatively  further  fair  housing;  and 


55984 


Federal  Register  /  Vol.  45,  No.  164  /  Thursday,  August  21, 1980  /  Rules  and  Regulations 


any  community  facilities  and 
improvements  to  be  provided  in 
furtherance  of  the  applicant's  housing 
strategy  and  to  assure  accomplishment 
of  goals  for  assisted  housing. 

(B)  When  displacement  or  other 
hardships  to  low-  and  moderate-income 
persons  will  result  from  Community 
Development  Block  Grant  funded 
acquisition,  demolition,  code 
enforcement,  and  rehabilitation,  the 
strategy  shall  describe  what  steps  will 
be  taken  to  minimize  involuntary 
displacement  and  to  enable  displaced 
persons  to  remain  in  the  same 
neighborhood  if  they  prefer. 

(3)  Economic  development  A 
description  of  the  applicant’s  strategy 
for  economic  development  is  required 
from  applicants  that  propose  block  grant 
funded  economic  development 
activities.  The  strategy  shall  include  a 
description  of: 

(i)  Major  needs  for  economic 
development  in  the  locality. 

(ii)  The  activities  proposed  to  further 
economic  development  and  to  attract 
private  investment,  including  the 
coordination  of  block  grant  funded 
activities  with  other  local  actions,  and  a 
timetable  for  provision  of  other  Federal 
and  State  resources. 

(iii)  The  number  and  types  of 
permanent  jobs  expected  to  result  from 
economic  development  projects, 
particularly  jobs  for  unemployed  or 
underemployed  population  groups  and 
low-  and  moderate-income  persons,  and 
the  types  and  extent  of  any  job  training 
which  will  be  provided  to  them. 

(iv)  Evidence  of  financial 
commitments  or  interest  by  developers 
in  new  or  expanded  employment 
facilities.  In  the  absence  of 
commitments,  the  city  may  supply 
feasibility  studies  or  other  documents 
evidencing  the  marketability  of  new  or 
expanded  employment  facilities. 

(b)  Program  schedule.  Each  applicant 
shall  submit,  in  a  format  prescribed  by 
HUD,  a  listing  of  dates  for  major 
milestones  for  each  activity  to  be 
funded. 

The  program  schedule  must  be 
consistent  with  the  preapplication  and 
must  incorporate  by  reference  the 
submission  requirements  of  §  570.425(a). 
Should  activities  change  in  any  way 
from  the  description  provided  in  the 
preapplication,  a  complete  description 
of  the  change  must  be  submitted. 

(c)  Three  year  project  summary.  In 
addition  to  the  program  schedule 
required  under  paragraph  (b)  for  the  first 
year  increment  of  a  multiyear  grant, 
multiyear  applicants  shall  also  submit  a 
three  year  project  summary.  It  shall 
consist  of  a  tabular  summary  of  the 
projects  proposed  to  be  carried  out  with 


block  grant  funds  during  the  period  of 
the  multiyear  commitment  to  implement 
the  applicant’s  comprehensive  strategy, 
grouped  by  location,  the  anticipated 
timing,  the  goals  to  be  accomplished,  the 
population  benefitting,  and  the 
estimated  block  grant  and  other  funds  to 
be  provided,  and  indicating  whether  the 
activity  principally  benefits  low-  and 
moderate-income  persons,  aids  in  the 
prevention  or  elimination  of  slums  and 
blight,  or  meets  other  community 
development  needs  having  a  particular 
urgency. 

(d)  Cost  summary.  Each  applicant 
shall  submit  a  cost  summary.  An 
applicant  requesting  a  multiyear  funding 
commitment  should  indicate  only  those 
costs  associated  with  the  annual 
community  development  program  for 
which  grant  funds  are  being  requested. 
All  other  applicants  should  show  the  full 
costs  of  their  programs  for  which  grant 
funds  are  requested. 

(e)  Housing  Assistance  Plan.  Each 
applicant  for  Comprehensive  Grants 
shall  submit  a  Housing  Assistance  Plan 
in  accordance  with  §  570.306  of  Subpart 
D.  In  addition  to  the  requirements  listed 
in  §  570.306,  any  units  proposed  to  be 
included  in  the  Housing  Assistance  Plan 
as  goals  for  rehabilitation  must  meet  the 
Cost-Effective  Energy  Conservation 
Standards  pursuant  to  24  CFR  Part  39. 

An  applicant  located  within  a  county 
which  has  a  HUD-approved  Housing 
Assistance  Plan  developed  in 
accordance  with  §  570.306  may  submit 
that  country’s  Housing  Assistance  Plan, 
if  it  elects  to  assume  its  appropriate 
proportion  of  the  housing  assistance 
established  as  a  goal  by  the  county,  and 
it  can  demonstrate  in  the  application 
that  the  county’s  survey  of  housing 
conditions  and  assessment  of  housing 
assistance  needs  have  incorporated 
information  for  the  applicant.  An 
agreement  between  the  country  and  the 
applicant  must  be  executed  which 
identifies  the  applicant's  appropriate 
proportion  of  the  housing  assistance 
goals  and  obligates  the  applicant  to 
assume  responsibility  for  its  appropriate 
proportion. 

(f)  Assurances.  The  assurances 
required  by  §  570.307  of  Subpart  D  shall 
be  submitted  by  all  comprehensive 
applicants,  except  that  §  570.430(f)(1) — (6) 
shall  apply  in  lieu  of  §  570.307(d). 

(g)  Map  requirements.  Maps  must  be 
submitted  which  include  the  following 
information  identified  by  census  tract 
(or  enumeration  district),  or  geographic 
quadrant  of  the  community  where 
census  tracts  or  enumeration  districts 
are  either  not  available  or  include  a 
substantial  area,  such  as  an  entire 
community: 


(1)  location  of  areas  with  minorities, 
showing  number  and  percent; 

(2)  location  of  areas  with  low-  and 
moderate-income  persons,  showing 
number  and  percent; 

(3)  locations  of  the  proposed 
activities  described  in  the  program 
schedule  and,  if  applicable,  the  three 
year  project  summary,  including 
boundaries  of  areas  in  which  activities 
will  be  concentrated  and  service  areas 
of  activities  where  appropriate; 

(4)  the  median  income  of  the  Census 
tracts  in  which  the  proposed  activities 
are  to  be  undertaken; 

(5)  general  locations  of  proposed  new 
or  rehabilitated  housing  assistance; 

(6)  the  location  of  areas  with 
substandard  and  deteriorated  housing, 
showing  number  and  percent. 

Maps  should  be  clearly  legible  and  all 
required  maps  submitted  shall  be  of  the 
same  scale  and  cover  the  same  areas. 
The  applicant  may  submit 
supplementary  maps  of  a  different  scale, 
at  its  discretion,  where  this  will  increase 
clarity.  More  than  one  type  of 
information  may  be  combined  on  one 
map  if  the  information  is  clearly  legible 
when  combined. 

Maps  submitted  with  the 
preapplication  which  meet  these 
requirements  need  not  be  resubmitted 
with  the  application. 

(h)  Title  VI  compliance.  All 
applicants,  except  previous  hold- 
harmless  grantees  and  applicants 
applying  for  the  second  or  third  year 
increment  of  a  multiyear  Comprehensive 
Grant,  shall  submit,  in  a  form  prescribed 
by  HUD,  evidence  of  compliance  with 
title  VI  of  the  Civil  Rights  Act  of  1964. 
This  enables  HUD  to  determine  whether 
the  benefits  will  be  provided  on  a 
nondiscriminatory  basis  and  will 
achieve  the  purposes  of  the  program  for 
all  persons,  regardless  of  race,  color,  or 
national  origin. 

(i)  Multiyear  applicants. 

(1)  Applications  for  the  second  or 
third  year  increments  of  a  HUD 
commitment  for  a  multiyear  grant  shall 
consist  of: 

(1)  A  cost  summary  as  required  by 
paragraph  (d); 

(ii)  Annual  housing  action  program  in 
accordance  with  §  570.306(b)(4); 

(iii)  Program  schedule  as  required  by 
paragraph  (b),  for  any  activities  to  be 
funded; 

(iv)  Assurances  as  required  by 
paragraph  (f); 

(v)  An  assessment  of  the  grantee’s 
performance  for  each  prior  grant  which 
addresses  the  capacity  and  performance 
considerations  described  in  §  570.423(c). 

(2)  Establishment  of  application 
submission  dates.  Area  Offices  shall 
establish  individual  dates  for 


Federal  Register  /  Vol.  45,  No.  164  /  Thursday,  August  21, 1980  /  Rules  and  Regulations 


55985 


submission  of  each  annual  application 
of  a  multiyear  commitment,  but  in  no 
event  may  such  a  date  be  less  than  45 
days  prior  to  the  end  of  the  fiscal  year 
from  which  funds  are  requested. 

§  570.427  Single  Purpose  Grant  program 
general  requirements. 

(a)  General.  A  Single  Purpose  Grant 
provides  funds  for  one  or  more  projects, 
each  consisting  of  an  activity  or  a  set  of 
activities  and  designed  to  meet  a 
specific  community  development  need. 
Funds  are  available  to  address  serious 
problems  with  housing  needs,  or 
economic  conditions  which  principally 
affect  persons  of  low-  and  moderate- 
income,  or  public  facilities  which  affect 
the  public  health  and  safety. 

(b)  Projects.  Within  a  single 
preapplication,  an  applicant  may  seek 
funds  for  more  than  one  project  and  for 
more  than  one  problem  area  as  long  as 
the  total  grant  request  is  within  any 
established  grant  ceilings  and  individual 
grant  amounts  that  is  established.  Each 
project  is  rated  separately  with  respect 
to  §  570.428  (c),  (d),  (g),  (h),  and  (i). 
Grants  requested,  either  by  themselves 
or  in  combination  with  other  stated 
funding  sources,  must  be  sufficient  to 
complete  the  program. 

(cj  Performance  Requirements.  A 
community  which  has  previously 
participated  in  the  Block  Grant  Program 
must  satisfy  the  capacity  and 
performance  criteria  described  in 
§  570.423(c)  before  applying  for  another 
grant.  Performance  determinations  are 
made  as  of  the  date  the  preapplication  is 
due  in  the  Area  Office. 

§  570.428  Selection  system  for  Single 
Purpose  Grants. 

Preapplications  are  rated  and  scored 
against  each  of  the  following  factors.  All 
points  for  each  factor  are  rounded  to  the 
nearest  whole  number.  The  maximum 
score  possible  is  1020  points  for 
metropolitan  applicants  and  970  for 
nonmetropolitan  applicants. 

Points 


(a)  Need— absolute  number  ot  poverty  persons .  75 

(b)  Need— percent  of  poverty  persons .  75 

(c)  Program  factor— impact  of  the  proposed  pro¬ 
gram . 400 

(d)  Benefit  to  low-  and  moderate-income  persons .  200 

(e)  Outstanding  Performance 

Housing .  100 

Local  equal  opportunity  efforts .  50 

(f)  Areawide  Housing  Opportunity  Plan  (AHOP)  (met¬ 
ropolitan  applicants  only)  50 

(g)  State’s  rating .  25 

(h)  Energy  conservation  or  production .  20 

(i)  Other  Federal  programs .  25 


Preapplications  from  counties  in 
behalf  of  themselves,  States  in  behalf  of 
themselves  or  in  behalf  of  counties,  or 
joint  preapplications  in  which  a  county 
is  participating,  are  scored  separately 


with  respect  to  the  needs  factors  of 
§  570.428(a)-(b). 

(a)  Need — absolute  number  of  poverty 
persons  (75 points).  All  applicants  are 
compared  in  terms  of  the  absolute 
number  of  poverty  persons  below  the 
poverty  level.  Individual  scores  are 
obtained  by  dividing  each  applicant’s 
absolute  number  of  poverty  persons  by 
the  greatest  number  of  poverty  persons 
of  any  applicant  and  multiplying  the 
result  by  75. 

(b)  Need— percent  of  poverty  persons 
(75  points).  All  applicants  are  compared 
in  terms  of  the  percentage  of  their 
population  below  the  poverty  level. 
Individual  scores  are  obtained  by 
dividing  each  applicant’s  percentage  of 
poverty  persons  by  the  highest 
percentage  of  poverty  persons  of  any 
applicant  and  multiplying  the  results  by 
75. 

(c)  Program  factor — impact  of  the 
proposed  program  (400 points).  Each 
project  is  compared  to  others  addressing 
the  same  problem  area  and  rated 
according  to  the  impact  it  will  have  on 
the  needs  of  low-  and  moderate-income 
persons  identified.  The  intent  of  this 
factor  is  to  select  those  projects  which 
will  have  the  most  significant  impact.  In 
assessing  impact,  consideration  is  given 
to  the  results  to  be  achieved  in  relation 
to  the  amount  of  funds  requested,  the 
number  of  persons  to  benefit  given  the 
type  of  the  program,  the  nature  of  the 
benefit,  additional  actions  that  may  be 
necessary  to  fully  resolve  the  need, 
previous  actions  taken  by  the  applicant 
to  address  the  need,  whether 
displacement  will  be  involved  and  what 
steps  will  be  taken  to  minimize 
involuntary  displacement  and  to 
mitigate  its  adverse  effects  and  related 
hardships,  environmental 
considerations,  considering  site 
selection  standards  where  appropriate, 
and  the  nature  of  the  activity. 

(1)  Problem  areas.  Each  project 
described  in  the  preapplication  must 
address  one  of  the  following  three 
categories: 

(1)  Housing. 

(ii)  Deficiencies  in  public  facilities 
which  affect  the  public  health  and 
safety. 

(iii)  Economic  conditions. 

Each  applicant  must  use  specific 
measurable  terms  to  explain  how  its 
project  impacts  the  problem  area 
selected  and  benefits  low-  and 
moderate-income  persons. 

(2)  Rating  method.  All  projects 
addressing  the  same  problem  area  are 
compared  in  terms  of  impact  on  the 
identified  problem  area,  as  follows: 


The  project  would  have  insignificant  impact .  0 

The  project  would  have  minimal  impact .  100 

The  project  would  have  moderate  impact .  200 


The  project  would  have  substantial  impact .  400 

(d)  Benefit  to  low-  and  moderate- 
income  persons  (200 points).  All  projects 
addressing  the  same  problem  area  are 
compared  in  terms  of  the  percent  of 
funds  benefitting  low-  and  moderate- 
income  persons.  Determining  the 
percentage  of  funds  benefitting  low-  and 
moderate-income  persons  requires  three 
steps.  First,  the  amount  of  funds  to 
benefit  low-  and  moderate-income 
persons  for  each  activity  is  determined 
by  dividing  the  number  of  low-  and 
moderate-income  persons  by  the  total 
number  of  persons  to  benefit  from  the 
activity  and  multiplying  by  the  amount 
of  Small  Cities  Program  funds  requested 
for  that  activity.  Then,  these  amounts  for 
each  activity  are  added  and  divided  by 
the  total  amount  of  requested  Small 
Cities  Program  funds.  This  number 
multiplied  by  100  is  the  percentage  of 
funds  benefitting  low-  and  moderate- 
income  persons.  Cost  of  planning, 
management,  and  administration  may 
not  be  included  in  this  computation. 

HUD  obtains  individual  scores  by 
dividing  each  applicant’s  percentage  by 
the  highest  percentage  achieved  by  any 
project  addressing  the  same  problem 
area  and  multiplying  the  result  by  200. 
The  appropriate  median  income 
amounts  for  low  and  moderate  income 
are  supplied  by  HUD.  Where 
appropriate,  HUD  may  modify  the 
geographic  area  used  in  the  definition  of 
low-  and  moderate-income  persons  at 

§  570.3  (o)  and  (p). 

(e)  Performance  in  housing  and  equal 
opportunity  (150  points) — (1)  Housing 
efforts  (100  points),  (i)  Fifteen  points  for 
each  of  the  following  criteria  are 
awarded  to  each  applicant  that 
demonstrates  outstanding  performance 
in: 

(A)  Providing  housing  for  low-  and 
—moderate-income  families  located  in  a 

manner  which  provides  housing  choice 
either  in  areas  outside  of  minority  and 
low-  and  moderate-income 
concentrations  or  in  a  neighborhood 
which  is  experiencing  revitalization  and 
substantial  displacement  as  a  result  of 
private  reinvestment,  by  enabling  low- 
and  moderate-income  persons  to  remain 
in  their  neighborhood;  or  if  the 
community  is  predominantly  inhabited 
by  persons  who  are  members  of 
minority  and/or  low-income  groups, 
HUD  shall  assess  the  extent  to  which 
assisted  housing  is  distributed 
throughout  the  community. 

(B)  Integrated  occupancy  by  race  and 
ethnicity  in  assisted  housing  projects 
and,  if  the  applicant  has  a  Section  8 
Existing  Housing  Program,  evidence  of 
locational  choice  in  the  Section  8 
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Existing  Housing  Program  demonstrated 
in  the  occupancy  of  units. 

(C)  Active  enforcement  of  a  fair 
housing  ordinance  at  least  equivalent  in 
scope  and  coverage  to  Title  VIII  of  the 
Civil  Rights  Act  of  1968. 

(D)  Implementation  of  a  HUD- 
approved  New  Horizons  Fair  Housing 
Assistance  Project  (or  demonstrated 
participation  in  a  HUD-approved 
county/State/regional  New  Horizons 
Project)  or  a  fair  housing  strategy  that  is 
equivalent  in  scope  to  a  New  Horizons 
Project. 

(ii)  Twenty  points  for  each  of  the 
following  criteria  are  awarded  to  each 
applicant  that  demonstrates  outstanding 
performance  in: 

(A)  Meeting  its  large  family  housing 
assistance  needs  in  relation  to  that 
proportion  of  need. 

(B)  Carrying  out  housing  assistance 
goals  from  previous  HAP(s)  or,  if  the 
applicant  has  no  prior  HAP,  meeting  a 
significant  proportion  of  its  housing 
assistance  needs. 

(2)  Local  Equal  Employment  and 
Entrepreneurial  Efforts  (50  points). 

(i)  Twenty-five  points  are  awarded  to 
each  applicant  that  demonstrates  that 
its  percentage  of  minority  permanent, 
full-time  employees  is  greater  than  the 
percentage  of  minorities  within  the 
county  for  nonmetropolitan  applicants, 
or  within  the  SMSA  for  metropolitan 
applicants,  unless  the  percentage  of 
minority  population  in  the  community 
itself  exceeds  that  of  the  county  or 
SMSA,  in  which  case  minority 
employment  must  generally  reflect  the 
minority  population  of  the  community. 

(ii)  Twenty  points  are  awarded  to 
each  applicant  that  demonstrates  that  at 
least  five  percent  of  all  its  contracts 
based  on  dollar  value  have  been 
awarded  within  the  past  two  years  to 
minority  owned  and  controlled 
businesses,  providing  the  applicable 
percentage  of  minority  population  is  five- 
percent  or  less.  If  the  applicable 
percentage  of  minority  population 
exceeds  five  percent,  then  the  applicant 
must  have  a  corresponding  percentage 
of  its  contracts  awarded  to  minority 
businesses;  however,  twenty  percent  of 
the  total  dollar  value  of  its  contracts 
awarded  to  minority  business  enterprise 
will  be  sufficient  for  award  of  points  for 
any  applicant.  The  applicable 
percentage  of  minority  population  is  the 
percentage  of  minorities  in  the 
applicant's  jurisdiction,  or  in  the  county 
for  nonmetropolitan  applicants,  or  in  the 
SMSA  for  metropolitan  applicants, 
whichever  is  higher. 

(iii)  Five  points  are  awarded  to  each 
applicant  that  demonstrates  that  at  least 
five  percent  of  its  deposits  from  all 
sources,  measured  as  an  average  daily 
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balance  over  the  past  year,  have  been 
deposited  in  a  minority  owned  and 
controlled  financial  institution.  The  year 
measured  is  the  year  ending  the  date  the 
preapplication  is  due  in  the  HUD  Area 
Office. 

(f)  Area  wide  Housing  Opportunity 
Plan  (metropolitan  applicants  only,  50 
points).  Fifty  points  are  awarded  to  each 
metropolitan  applicant  that  is  in  its  first 
year  of  participation  in  a  HUD-approved 
Areawide  Housing  Opportunity  Plan 
(AHOP).  Each  applicant  which  has  been 
a  participating  jurisdiction  in  a  HUD- 
approved  AHOP  for  more  than  one  year 
is  awarded  the  fifty  points  if  the 
areawide  planning  organization  with  the 
approved  AHOP  certifies  that  the 
applicant  is  adequately  carrying  out  its 
responsibility  to  implement  the  AHOP. 
An  applicant  which  is  a  participating 
jurisdiction  in  an  AHOP  but  which  is  not 
adequately  fulfilling  its  commitments  to 
implement  the  AHOP  is  awarded  zero 
points.  The  time  period  considered  is 
measured  from  the  date  of  written  HUD 
approval  of  the  AHOP  to  the  date  the 
preapplication  is  due  in  the  Area  Office. 
The  Area  Office  may  reject  the 
certification  by  the  areawide  planning 
organization  if  there  are  data  or  facts 
available  to  the  Area  Office  which 
indicate  that  a  community  is  not 
carrying  out  its  responsibility  to 
implement  the  AHOP. 

(g)  State’s  rating  (25 points).  Where 
there  is  a  HUD  approved  701  strategy 
statement,  the  State  may  recommend 
award  of  zero  to  25  points  to  each 
applicant,  except  itself,  whose  program 
implements  a  State  growth  or  resource 
coordination  strategy  or  enhances  the 
community’s  position  as  a  regional 
center  of  economic  development,  as 
determined  by  the  State.  The  State  may 
take  into  consideration  regional  growth 
or  resource  coordination  strategies.  The 
State  must  submit  its  recommendation 
within  45  days  after  the  date 
preapplications  are  due  in  the  Area 
Office.  If  the  State’s  recommendation  is 
not  received  within  45  days  or  if  the 
State  chooses  not  to  recommend  point 
awards,  each  applicant  is  awarded  zero 
points. 

In  the  absence  of  an  approved  State 
strategy,  the  Area  Office  shall  award 
zero  or  25  points  in  consultation  with  the 
State.  The  Area  Office  shall  consider 
whether  the  proposed  project 
implements  a  State  growth  or  resource 
coordination  strategy,  or  enhances  the 
community’s  position  as  a  regional 
center  of  economic  development. 

(h)  Energy  conservation  or  production 
(20 points).  Twenty  points  are  awarded 
to  each  applicant  that  demonstrates  that 
its  proposed  program  will  promote 
energy  conservation  or  support  energy 
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production  in  the  applicant's 
jurisdiction. 

(i)  Other  Federal  programs  (25  points). 
Twenty-five  points  are  awarded  to  each 
applicant  which  demonstrates  that  its 
proposed  program  supports  another 
Federal  program  or  programs  being 
undertaken  in  the  community  or  deals 
with  the  adverse  impact  of  another 
recent  Federal  action.  The  other  Federal 
program  or  action  must  be  of  substantial 
size  or  impact  in  the  community  in 
relation  to  the  proposed  program. 

(j)  Final  ranking.  The  points  received 
by  each  project  on  the  rating  factors  are 
totalled,  and  the  projects  ranked 
according  to  the  point  totals.  Invitations 
for  full  applications  are  based  on  this 
final  ranking  to  the  extent  funds  are 
available.  However,  if  an  Area  Office 
made  a  procedural  error  in  the  previous 
year’s  competition,  that,  when  corrected, 
would  have  resulted  in  awarding  ^ 
sufficient  points  to  warrant  an  invitation 
to  an  applicant,  HUD  may  invite  that 
applicant  to  submit  a  full  application  for 
current  year  funding.  HUD  may  invite 
additional  applications  on  a  standby 
basis  in  the  event  one  of  the  higher- 
ranked  projects  is  not  approved  or 
additional  funds  become  available. 

§  570.429  Preapplications  for  Single 
Purpose  Grants. 

(a)  Submission  requirements. 
Preapplications  shall  be  submitted  in  a 
form  prescribed  by  HUD,  to  the 
appropriate  HUD  Area  Office  and  shall 
consist  of  the  following: 

(1)  Standard  Form  424,  as  prescribed 
by  OMB  Circular  A-102. 

(2)  A  program  narrative  statement 
which  consists  of  the  following: 

(i)  A  brief  description  of  the 
applicant’s  community  development 
problems/needs  to  be  served  by  the 
proposed  activity(ies):  an  identification 
of  which  of  the  three  possible  problem 
areas  (housing,  public  facilities  which 
affect  the  health  or  safety,  or  economic 
conditions)  that  each  project(s)  will 
address;  and  whether  the  program 
principally  benefits  low-  and  moderate- 
income  persons,  aids  in  the  prevention 
or  elimination  of  slums  and  blight,  or 
meets  other  community  development 
needs  having  a  particular  urgency; 

(ii)  A  description  of  the  activity(ies)  to 
be  carried  out  with  assistance  under  this 
Subpart  and  an  estimate  of  the  cost; 

(iii)  A  statement  describing  the  impact 
the  activity  will  have  on  the  problem 
area  selected  and  the  needs  of  low-  and 
moderate-income  persons,  including 
information  necessary  for  considering 
the  program  impact  factor. 

(iv)  A  statement  on  the  percent  of 
funds  requested  that  will  benefit  low- 
and  moderate-income  persons.  The 
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statement  should  indicate  the  total 
number  of  persons  to  be  served  and  the 
number  of  such  persons  that  meet  the 
definition  of  low  and  moderate  income. 

(v)  Other  information  appropriate  to 
respond  to  the  criteria  for  selection  set 
forth  in  §  570.428,  particularly 
information  on  outstanding 
performance,  AHOP,  State’s  rating,  and 
other  Federal  programs  factors. 

(vi)  A  certification  assuring 
compliance  with  the  citizen 
participation  requirements  of 
§  570.431(c)(1). 

(3)  Maps.  A  map  of  the  applicant’s 
jurisdiction  which  identifies: 

(i)  census  tracts  and/or  enumeration 
districts; 

(ii)  location  of  the  proposed  activities 
including  boundaries  of  areas  in  which 
activities  will  be  concentrated,  if  any, 
and  service  areas  of  activities  where 
appropriate: 

(iii)  location  of  areas  with  minorities, 
showing  number  and  percent: 

(iv)  location  of  areas  with  low-  and 
moderate-income  persons,  showing 
number  and  percent. 

(4)  Performance  reporting.  If  an 
applicant  has  received  prior  assistance 
under  this  Part,  qn  assessment  of 
performance  under  each  prior  grant 
addressing  the  capacity  and 
performance  considerations  described  in 
§  570.423(c). 

(5)  Submission  of  additional  data. 

Only  that  data  received  by  the  deadline 
established  for  preapplications  will  be 
considered  in  the  selection  process 
unless  additional  data  are  specifically 
requested,  in  writing,  by  HUD. 
Unrequested  material  received  after  the 
deadline  will  be  returned  to  the 
applicant. 

§  570.430  Applications  for  Single  Purpose 
Grants. 

(a)  Program  schedule.  Each  applicant 
shall  submit,  in  a  format  prescribed  by 
HUD,  a  listing  of  dates  for  major 
milestones  for  each  activity  to  be 
funded. 

The  program  schedule  must  be 
consistent  with  the  preapplication  and 
must  incorporate  by  reference  the 
submission  requirements  of  §  570.429(a). 
Should  activities  change  in  any  way 
from  the  description  provided  in  the 
preapplication,  a  complete  description 
of  the  change  must  be  submitted. 

(b)  Housing  assistance  plan.  Each 
applicant  is  required  to  submit  a 
Housing  Assistance  Plan.  An  applicant 
located  within  a  county  which  has  a 
HUD-approved  Housing  Assistance  Plan 
may  submit  that  county’s  Housing 
Assistance  Plan  in  lieu  of  preparing  a 
separate  Plan,  if  it  elects  to  assume  its 
fair  share  of  the  housing  assistance 


established  as  a  goal  by  the  county,  and 
it  can  demonstrate  in  the  application 
that  the  county’s  survey  of  housing 
conditions  and  assessment  of  housing 
assistance  needs  have  incorporated 
information  for  the  applicant.  An 
agreement  between  the  county  and  the 
applicant  must  be  executed  which 
identifies  the  applicant's  fair  share  of 
the  housing  assistance  goals  and 
obligates  the  applicant  to  assume 
responsibility  for  its  fair  share. 

(1)  Housing  needs  and  goals,  (i)  The 
applicant  shall  describe  the  condition  of 
the  housing  stock  in  the  community  by 
tenure  (renter  or  owner).  Estimates  shall 
be  made  of  the  vacancy  rates  for  non- 
seasonal,  available  units  in  standard 
condition,  using  the  best  estimate  at  the 
time  the  application  is  prepared,  but  in 
no  case  including  units  to  be  vacant  at  a 
future  date. 

(ii)  The  applicant  shall  assess  the 
housing  assistance  needs  of  lower- 
income  households  currently  residing  in 
the  commuity  by  tenure  and  by 
household  type  (elderly  and 
handicapped,  family  and  non-elderly 
individuals,  and  large  family),  including 
any  identifiable  segment  of  the  total 
group  of  lower  income  households  in  the 
community  and  those  households  to  be 
displaced  by  public  action  and,  where 
information  is  available,  by  private 
action  during  the  program  period. 

Housing  assistance  needs  of  lower- 
income  households  expected  to  reside 
shall  be  assessed  in  accordance  with 

§  570.306(b)(2)(H). 

(iii)  The  applicant  shall  propose  a 
realistic  goal  to  address  the  identified 
needs  of  lower-income  households.  The 
goal  should  specify  the  number  of 
dwelling  units  or  persons  to  be  assisted 
by  housing  type  (new,  rehabilitated  and 
existing  units),  by  tenure,  and  by 
household  type.  The  goal  should  address 
relative  proportions  of  need  insofar  as 
practicable  while  providing  for  the 
development  of  feasible  projects.  The 
applicant  shall  describe  the  actions  it 
plans  to  take  to  further  fair  housing  for 
minorities  and  women  pursuant  to  its 
certifications  under  §  570.307(7)(2). 

(2)  HUD  review  of  HAP.  Where 
substantial  housing  needs  are  identified 
pursuant  to  paragraph  (b)(1)  of  this 
section,  HUD  may  determine  that  a 
Housing  Assistance  Plan  with  only 
minimal  goals  is  plainly  inappropriate  to 
meeting  the  applicant's  needs.  Housing 
types  (new,  rehabilitated  or  existing 
dwelling  units)  proposed  to  meet 
housing  assistance  needs  should  be 
established  in  relation  to  a  community’s 
housing  market  and  should  be  realistic 
in  terms  of  estimating  the  number  and 
types  of  units  which  can  be  absorbed  by 
the  market  within  a  reasonable  period  of 


time  and  provide  for  a  balanced  housing 
market.  Any  units  proposed  to  be 
included  in  the  HAP  as  goals  for 
rehabilitation  must  meet,  at  a  minimum, 
the  Section  8  Existing  Housing  Quality 
Standards  pursuant  to  24  CFR  882.109 
and  the  Cost-Effective  Energy 
Conservation  Standads  pursuant  to  24 
CFR  Part  39,  upon  completion. 
Weatherization  and  other  similar 
activities  will  not  alone  satisfy 
rehabilitation  housing  assistance  goals. 

(c)  Map  requirements.  Maps  must  be 
submitted  which  include  the  following 
information  identified  by  census  tract 
(or  enumeration  district),  or  geographic 
quadrant  of  the  community  where 
census  tracts  or  enumeration  districts 
are  either  not  available  or  include  a 
substantial  area,  such  as  an  entire 
community; 

(1)  location  of  areas  with  minorities, 
showing  number  and  percent; 

(2)  location  of  areas  with  low-  and 
moderate-income  persons  showing 
number  and  percent; 

(3)  locations  of  proposed  activities 
including  boundaries  of  areas  in  which 
activities  will  be  concentrated,  if  any, 
and  service  areas  of  activities  if 
appropriate; 

(4)  the  median  income  of  the  census 
tracts  in  which  the  proposed  activities 
are  to  be  undertaken; 

(5)  general  locations  of  proposed  new 
or  rehabilitated  housing  assistance; 

(6)  the  location  of  areas  with 
substandard  and  deteriorated  housing, 
showing  number  and  percent. 

Maps  shall  be  clearly  legible  and  all 
required  maps  submitted  shall  be  of  the 
same  scale  and  cover  the  same  areas. 
The  applicant  may  submit 
supplementary  maps  of  a  different  scale, 
at  its  discretion,  where  this  will  increase 
clarity.  More  than  one  type  of 
information  may  be  combined  on  one 
map  if  the  information  is  clearly  legible 
when  combined. 

Maps  submitted  with  the 
preapplication  which  meet  these 
requirements  need  not  be  resubmitted 
with  the  application. 

(d)  Cost  analysis.  The  total  cost  of 
each  activity  must  be  identified  as  well 
as  the  amount  of  Single  Purpose  grant 
funds  that  will  be  used  for  each  activity. 
If  the  proposed  activity  is  dependent  on 
other  funds  for  completion,  the  source  of 
funds  and  the  status  of  the  commitment 
must  also  be  indicated. 

(e)  Title  VI  compliance.  All 
applicants,  except  previous  hold- 
harmless  grantees  shall  submit,  in  a 
form  prescribed  by  HUD,  evidence  of 
compliance  with  Title  VI  of  the  Civil 
Rights  Act  of  1964.  This  enables  HUD  to 
determine  whether  the  benefits  will  be 
provided  on  a  nondiscriminatory  basis 
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and  will  achieve  the  purposes  of  the 
program  for  all  persons,  regardless  of 
race,  color,  or  national  origin. 

(f)  Certifications  of  assurances.  The 
certifications  of  assurance  required  by 
§  570.307  of  Subpart  D  shall  be 
submitted  by  all  Single  Purpose 
applicants  except  that  in  lieu  of 
§  570.307(d)  the  applicant  shall  certify 
that  it: 

(1)  Has  prepared  and  followed  a 
written  citizen  participation  plan  that 
meets  the  requirements  of  24  CFR 
570.431(b): 

(2)  Has  provided  citizens  with  an 
opportunity  to  participate  in  the 
development  of  the  Housing  Assistance 
Plan: 

(3)  Has  provided  adequate  notices  of 
public  hearings  as  required  by  the 
written  plan: 

(4)  Has  held  hearings  on  the  proposed 
application  before  adoption  of  a 
resolution  or  similar  action  by  the  local 
governing  body  authorizing  the  filing  of 
the  application; 

(5)  Will  provide  for  citizen 
participation  when  considering 
amendments  to  the  Community 
Development  Program  and  the  Housing 
Assistance  Plan;  and 

(6)  Will  provide  for  citizen 
participation  in  the  planning, 
implementation  and  assessment  of  the 
Community  Development  Program 
including  the  development  of  the  report 
on  performance  and  the  submission  of 
views  to  the  HUD  Area  Office. 

§  570.431  Citizen  participation 
requirements  for  Comprehensive  and 
Single  Purpose  Grants. 

(a)  General.  Each  applicant  shall 
provide  citizens  with  an  adequate 
opportunity  for  meaningful  involvement 
on  a  continuing  basis  and  for 
participation  in  the  planning, 
implementation  and  assessment  of  the 
program.  The  applicant  shall  provide 
adequate  information  to  citizens,  hold 
public  hearings  at  the  initial  stage  of  the 
planning  process  to  obtain  views  and 
proposals  of  citizens,  and  provide 
citizens  an  opportunity  to  comment  on 
the  applicant's  community  development 
performance.  Nothing  in  these 
requirements,  however,  shall  be 
construed  to  restrict  the  responsibility 
and  authority  of  the  applicant  for  the 
development  of  the  application  and  the 
execution  of  its  Community 
Development  Plan. 

(b)  Written  Citizen  Participation  Plan. 
To  achieve  these  goals,  each  applicant 
shall  prepare  and  follow  a  written 
citizen  participation  plan  that  serves  as 
a  citizens’  guide  to  interacting  with  the 
block  grant  program  in  a  meaningful 
way.  Citizens  shall  be  involved  in  the 


development  of,  and  any  changes  to  the 
plan.  The  plan  shall  remain  in  effect 
until  all  activities  assisted  under  this 
Subpart  are  completed  or  until  it  is 
superseded  by  a  new  plan.  The  plan 
must  provide  procedures  that  meet  the 
following  requirements: 

(1)  Provide  a  process  of  citizen 
participation  at  the  communitywide 
level  with  regard  to  the  overall 
application,  the  Community 
Development  Program,  and  the 
assessment  of  performance  where 
applicable. 

(2)  Solicit  and  respond  in  a  timely 
manner,  to  views  and  proposals  of 
citizens,  particularly  low  and  moderate 
income  persons,  members  of  minority 
groups,  and  residents  of  blighted  areas 
where  activities  are  proposed.  Written 
responses  shall  be  made  to  written 
proposals. 

(3)  Provide  technical  assistance  to 
facilitate  citizen  participation,  where 
requested.  The  level  and  type  of 
technical  assistance  shall  be  determined 
by  the  applicant. 

(4)  Provide  adequate  notices  of  public 
hearings  and  the  availability  of  the 
report  on  assessment  of  performance, 
where  applicable,  in  a  timely  manner 
and  in  such  a  way  as  to  make  them 
accessible  and  understandable  to  all 
citizens,  including  non-English  speaking 
persons.  The  plan  must  state  the  number 
of  days  prior  to  a  hearing  that  a  notice 
will  be  published. 

(5)  Schedule  hearings  to  obtain  citizen 
views  and  to  respond  to  citizen 
proposals  at  times  and  locations  which 
permit  broad  participation,  particularly 
by  low-  and  moderate-income  persons, 
members  of  minority  groups, 
handicapped  persons,  and  residents  of 
blighted  neighborhoods  and  project 
areas. 

(6)  Conduct  a  minimum  of  two  public 
hearings  at  both  preapplication  and 
application  stages.  A  public  hearing 
shall  be  held  during  both  planning 
processes  and  a  public  hearing  shall  be 
held  prior  to  the  submission  of  both 
documents  to  the  HUD  Area  Office.  An 
exception  is  provided  at  paragraph 

(c)(2)(ii)(A)  of  this  section  for 
subsequent  full  applications  under  a 
multiyear  commitment.  Citizens  shall  be 
given  an  opportunity  to  assess 
performance  under  previous  grants  in  at 
least  one  public  hearing  at  the 
preapplication  and  at  least  one  public 
hearing  at  the  full  application  stage. 

(7)  Conduct  at  least  one  public  hearing 
during  the  grant  closeout  process,  prior 
to  submission  to  HUD  of  the  assessment 
of  performance  report,  if  such  a  report 
has  not  been  made  and  a  hearing  has 
not  been  held  concerning  performance 
in  the  last  12  months. 


(8)  Provide  full  public  access  to 
program  records  and  information  and 
make  affirmative  efforts  to  get  adequate 
information  to  citizens,  especially 
persons  of  low  and  moderate  income 
and  residents  of  blighted  neighborhoods 
and  project  areas.  The  citizen 
participation  plan  shall  identify  the 
information  that  will  be  made  available 
to  the  public  by  the  applicant. 

(9)  Conduct  a  minimum  of  two  public 
hearings  on  any  amendment  requiring 
HUD  approval.  A  public  hearing  shall  be 
held  to  consider  the  merits  of  the 
amendment  in  its  formative  stages  and  a 
public  hearing  shall  be  held  on  the 
amendment  when  it  is  ready  for 
submission.  Citizens,  particularly 
affected  citizens,  shall  also  be  involved 
in  amendments  not  requiring  prior  HUD 
approval,  budget  revisions,  and  changes 
to  the  Community  Development  Program 
and  the  Housing  Assistance  Plan.  The 
methods  by  which  citizens  will  be 
involved  shall  be  described  in  the  plan. 

(10)  Involve  citizens  in  planning, 
implementing  and  assessing  the 
Community  Development  Program  and 
performance.  The  methods  by  which 
citizens  and  citizen  organizations  will  be 
given  the  opportunity  to  assess  and 
submit  comments  on  the  applicant’s 
community  development  performance 
shall  be  described  in  the  plan. 

(11)  Advise  citizens  of  the  bases  and 
process  to  be  used  to  submit  objections 
to  HUD  to  the  approval  of  a 
preapplication  or  full  application. 

(12)  Ensure  low-  and  moderate-income 
persons  and  minorities  substantial 
representation  on  any  advisory 
Committee. 

(13)  Provide  bilingual  opportunities  at 
public  hearings,  when  necessary. 

(14)  Provide  written  responses  to 
written  complaints  generally  within  15 
working  days. 

(c)  Requirements  for  citizen 
participation  in  each  stage  of  the 
application  process — (1)  Preapplication 
Stage.  The  objective  of  citizen 
participation  at  this  stage  is  to  provide 
for  meaningful  citizen  input  in  the 
decision  making  process  during  the 
consideration  of  priorities  and  of  options 
associated  with  the  development  and 
submission  of  the  preapplication.  At  this 
stage  the  applicant  shall  assure  that  the 
following  citizen  participation 
requirements  have  occurred: 

(i)  Developed  and  made  available  to 
the  public  a  written  Citizen  Participation 
Plan  at  the  beginning  of  the 
preapplication  stage  that  meets  the 
requirements  of  paragraph  (b).  The 
procedures  outlined  in  this  plan  were 
followed  during  the  planning  and 
development  of  the  preapplication  prior 
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to  its  submission  to  the  HUD  Area 
Office. 

(ii)  Provided  the  public  with  the 
following  information: 

(A)  The  likelihood  that  more 
applications  will  be  submitted  to  HUD 
than  can  be  funded. 

(B)  Amount  of  funds  that  may  be 
applied  for  by  the  applicant  for 
community  development. 

(C)  Range  of  activities  that  may  be 
undertaken  with  these  funds,  the  kind  of 
activities  previously  funded  if  any,  and 
the  progress  made  with  respect  to  those 
activities. 

(D)  The  processes  to  be  followed  in 
soliciting  and  responding  to  the  views 
and  proposals  of  citizens  in  a  timely 
manner. 

(E)  A  summary  of  other  important 
program  requirements. 

(2)  Full  Application  Stage.  The  citizen 
participation  process  at  this  stage 
should  reflect  primarily  on  the 
development  and  adoption  of  the  HAP, 
and  where  applicable,  the  three  year 
Community  Development  and  Housing 
Plan,  in  addition  to  the  final  adoption  of 
the  full  application  prior  to  its 
submission  to  the  HUD  area  office.  The 
applicant  shall  assure  that  the  following 
citizen  participation  requirements  have 
occurred: 

(i)  Initial  Full  Application.  (A)  The 
citizen  participation  plan  as  prescribed 
in  paragraph  (b)  of  this  section  has  been 
followed  insofar  as  it  relates  to  the  full 
application. 

(B)  Provide  certifications  of  assurance 
as  prescribed  in  §  570.430(f). 

(ii)  Subsequent  full  applications  under 
multiyear  commitments. 

(A)  Conduct  at  least  one  hearing  prior 
to  the  second  and  the  third  year 
submission  of  the  full  application  under 
a  multiyear  commitment  that  provides 
citizens  with  an  opportunity  to  comment 
on  the  application  and  to  assess  prior 
program  progress  and  performance.  The 
requirements  of  paragraph  (b)  of  this 
section  that  are  applicable  to  full 
applications  shall  be  met,  except  that 
only  one  hearing  need  be  held. 

(B)  Involve  citizens  and  citizen 
organizations  in  the  assessment  of  all 
activities  of  the  applicant’s  community 
development  program,  including 
development  of  the  report  on 
assessment  of  performance. 

(C)  Provide  to  HUD  certifications  of 
assurances  as  prescribed  in  §  570.430(f). 

(3)  Post  Approval  Stage.  Assure 
citizen  participation  when  considering 
subsequent  amendments  to  the 
Community  Development  Program  and 
the  Housing  Assistance  Plan  in 
accordance  with  the  requirements  at 

§  570.431(b)(9)  and  during  closeout  in 
accordance  with  §  570.431(b)(7). 


(4)  Assessment  of  performance.  A 
copy  of  each  written  citizen  comment  or 
complaint  on  the  grantee’s  community 
development  performance,  the  grantee’s 
assessment  of  the  comment  or 
complaint,  and  the  grantee’s  description 
of  any  actions  taken  and  any  written 
response  made  to  the  comment  or 
complaint,  if  any,  shall  be  submitted  to 
HUD  with  the  report  on  assessment  of 
performance. 

(5)  Consideration  of  objections  to 
preapplication/ applications — (i)  Notice 
of  Submission  of  preapplication/ 
application.  The  applicant  shall,  at  the 
time  of  submission  to  HUD,  publish  a 
notice  in  a  newspaper  of  general 
circulation  stating  that  the 
preapplication/application  has  been 
submitted  to  HUD  and  is  available  to 
interested  parties  upon  request,  and 
describing  the  conditions  whereby 
citizens  may  submit  objections  to 
approval  of  preapplications/ 
applications  to  HUD,  as  described 
below. 

(ii)  Citizen  objections  to 
preapplications/applications.  Persons 
wishing  to  object  to  approval  of  a 
preapplication/application  by  HUD  may 
make  such  objection  known  to  the 
appropriate  HUD  Area  Office.  HUD  will 
consider  objections  made  only  on  the 
following  grounds: 

(A)  The  applicant’s  description  of 
needs  and  objectives  is  plainly 
inconsistent  with  available  facts  and 
data. 

(B)  The  activities  to  be  undertaken  are 
plainly  inappropriate  to  meeting  the 
needs  and  objectives  identified  by  the 
applicant. 

(C)  The  preapplication/application 
does  not  comply  with  the  requirements 
of  this  Subpart  or  other  applicable  law. 

(D)  The  preapplication/ application 
proposes  activities  which  are  otherwise 
ineligible  under  this  Part. 

Such  objections  should  include  both 
an  identification  of  the  requirements  not 
met  and,  in  the  case  of  objections  made 
on  the  grounds  that  the  description  of 
needs  and  objectives  is  plainly 
inconsistent  with  significant,  generally 
available  facts  and  data,  the  data  upon 
which  the  persons  rely. 

Although  HUD  will  consider 
objections  submitted  at  any  time,  such 
objections  should  be  submitted  within 
30  days  of  the  publication  of  the  notice 
that  the  preapplication/application  has 
been  submitted  to  HUD  in  accordance 
with  paragraph  (c)(5)(i)  of  this  section. 
HUD  will  not  approve  a  preapplication/ 
application  until  at  least  45  days  after 
receipt  of  the  preapplication/ 
application. 

(6)  Citizen  comment  to  HUD.  Persons 
may  comment  to  the  appropriate  HUD 


Area  Office  at  any  time  concerning  the 
applicant’s  failure  to  comply  with  the 
citizen  participation  requirements 
contained  in  this  section. 

§  570.432  Single  Purpose  Grants  for 
imminent  threat  to  public  health  or  safety. 

(a)  Criteria.  The  following  criteria 
apply  for  an  imminent  threat  to  public 
health  or  safety: 

(1)  Notwithstanding  the  provisions  of 
§  570.428,  the  Area  Manager  may,  at  any 
time  invite  a  full  application  for  funds 
available  under  this  Subpart  in  response 
to  a  request  for  assistance  to  alleviate 
an  imminent  threat  to  public  health  or 
safety  that  requires  immediate 
resolution  by  waiving  the  requirements 
for  preapplications.  HUD  shall  verify  the 
urgency  and  the  immediacy  of  the  threat 
with  an  appropriate  authority  other  than 
the  applicant  prior  to  submission  of  the 
full  application,  and  the  Area  Manager 
shall  review  the  claim  to  determine  if,  in 
fact,  an  imminent  threat  to  public  health 
or  safety  does  exist.  For  example,  an 
applicant  with  documented  cases  of 
disease  resulting  from  a  contaminated 
drinking  wa'ter  supply  has  an  imminent 
threat  to  public  health,  while  an 
applicant  ordered  to  improve  the  quality 
of  its  drinking  water  supply  over  the 
next  two  years  does  not  have  an 
imminent  threat  within  the  definition  of 
this  paragraph.  These  funds  are  to  be 
used  to  deal  with  those  threats  which 
represent  a  unique  and  unusual 
circumstance,  not  for  the  type  of  threat 
that  occurs  with  frequency  in  a  number 
of  communities  within  a  State. 

(2)  The  applicant  does  not  have 
sufficient  local  resources,  and  other 
Federal  or  State  resources  are 
unavailable  to  alleviate  the  imminent 
threat. 

(b)  HUD  action.  (1)  Each  Area  Office 
Manager  is  authorized  to  reserve  up  to 
15  percent  of  the  funds  allocated 
pursuant  to  Subpart  B  and  assigned  to 
the  Area  Offices  for  Small  Cities  Grants 
in  metropolitan  and  nonmetropolitan 
areas  for  use  in  funding  full  applications 
to  alleviate  imminent  threats  to  the 
public  health  or  safety.  Funds  reserved 
are  part  of  the  percentage  of  funds 
available  for  Single  Purpose  Grants.  The 
15  percent  limit  may  be  applied 
separately  to  the  metropolitan  and 
nonmetropolitan  balances.  Full 
applications  shall  be  submitted  in 
accordance  with  §  570.430. 

(2)  The  only  funds  reserved  for 
imminent  threats  to  the  public  health  or 
safety  are  those  set  aside  by  the  Area 
Manager.  After  these  funds  have  been 
depleted,  HUD  shall  not  consider  further 
applications  relating  to  imminent  threat 
during  that  fiscal  year. 
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(c)  Waiver  ofA-95  requirements.  The 
requirements  for  A-95  review  and 
comment  pursuant  to  §  570.435(c)  may 
be  waived  in  the  case  of  an  imminent 
threat.  HUD  shall  notify  the  appropriate 
State  and  areawide  A-95  clearinghouses 
that  it  is  inviting  a  full  application  for  an 
imminent  threat  from  an  applicant. 

(d)  Letter  to  proceed.  HUD  may  issue 
the  applicant  a  letter  to  proceed  to  incur 
costs  to  alleviate  the  imminent  threat 

(e)  Pursuant  to  24  CFR  58.21(b)(6), 
Single  Purpose  Grants  for  imminent 
threat  to  public  health  or  safety  are  •" 
categorically  excluded  from  the 
environmental  review  requirements  of 
24  CFR  Part  58. 

§  570.433  HUD  review  and  actions  on  full 
applications  for  Single  Purpose  and 
Comprehensive  Grants. 

(a)  Full  applications.  Only 
applications  from  communities  that  have 
been  invited  to  submit  full  applications, 
including  second  or  third  year 
submissions  of  multiyear  commitments, 
are  accepted  for  review,  and  then  only 
if: 

(1)  The  application  has  been  received 
before  the  deadline  that  has  been 
established  by  the  Area  Manager,  unless 
the  Area  Manager  decides  that  an 
extension  of  the  deadline  is  warranted; 

(2)  The  application  requirements  are 
complete; 

(3)  The  funds  requested  do  not  exceed 
the  amount  of  the  invitation  by  HUD, 
unless  a  higher  amount  is  acceptable  to 
HUD; 

(4)  The  activities  are  essentially  the 
same  as  those  for  which  a  full 
application  was  invited; 

(5)  Any  conditions  that  were 
established  at  the  time  of  invitation  are 
satisfied;' 

(6)  Any  resources  that  may  be 
required  at  the  full  application  stage  are, 
in  fact,  available;  and 

(7)  The  application  is  submitted  to  the 
clearinghouse  prior  to  or  concurrently 
with  submission  to  HUD.  The  applicant 
shall  indicate  in  its  full  application  the 
date  it  was  submitted  to  the 
clearinghouse. 

(b)  HUD  action  on  full  applications — 

(1)  Review  and  notification:  While  HUD 
is  not  required  to  review  discretionary 
applications  within  75  days,  it  will  try  to 
do  so.  Following  the  review,  HUD 
promptly  notifies  the  applicant  of  the 
actions  taken  with  regard  to  its 
application. 

(2)  Criteria  for  conditional  approval. 
HUD  may  make  a  conditional  approval 
in  which  case  the  grant  will  be  approved 
but  the  obligation  and  utilization  of 
funds  is  restricted.  The  reason  for  the 
conditional  approval  and  the  actions 
necessary  to  remove  the  condition  shall 


be  specified.  Failure  to  satisfy  the 
condition  may  result  in  a  termination  of 
the  grant.  Conditional  approval  may  be 
made: 

(i)  Where  local  environmental  reviews 
under  §  570.603  have  not  yet  been 
completed; 

(ii)  The  requirements  of  §  570.607 
regarding  the  provision  of  public 
services  and  flood  or  drainage  facilities 
have  not  yet  been  satisfied; 

(iii)  To  ensure  that  actual  provision  of 
other  resources  required  to  complete  the 
proposed  activities  will  be  available 
within  a  reasonable  period  of  time; 

(iv)  To  ensure  the  project  can  be 
completed  within  estimated  costs;  or 

(v)  Pending  site  and  neighborhood 
standards  approval  for  proposed 
housing  projects,  if  applicable. 

(3)  Criteria  for  disapproval  of  an 
application.  HUD  may  disapprove  an 
application  if: 

(i)  Based  on  field  review  of  the 
applicant’s  proposal  or  other 
information  received  after  invitation  of  a 
full  application,  or  where  the  more 
complete  information  in  the  application 
shows  that  the  preapplication  was 
improperly  rated,  the  rating  of  the 
preapplication  should  be  changed  and 
no  longer  rates  sufficiently  high  to 
warrant  approval  when  compared  with 
other  preapplications  in  the  competition, 
given  funds  available. 

(ii)  On  the  basis  of  significant  facts 
and  data  generally  available  and 
pertaining  to  community  and  housing 
needs  and  objectives,  HUD  determines 
that  the  applicant’s  description  of  such 
needs  and  objectives  is  plainly 
inconsistent  with  such  facts  and  data. 
The  data  to  be  considered  may  be 
published  data  accessible  to  both  the 
applicant  and  HUD  such  as  census  data, 
or  other  data  available  to  both  the 
applicant  and  HUD,  such  as  recent  local, 
areawide,  or  State  comprehensive 
planning  data. 

(iii)  On  the  basis  of  the  application,  or 
other  available  information  HUD 
determines  that  the  activities  to  be 
undertaken  are  plainly  inappropriate  to 
meeting  the  needs  and  objectives 
identified  by  the  applicant.  The 
following  are  examples  of  situations  in 
which  activities  may  be  determined  to 
be  “plainly  inappropriate"  to  meeting 
the  identified  needs  of  the  applicant: 

(A)  Experience  over  a  period  of  time 
has  demonstrated  that  the  types  of 
activities  proposed  have  not  been  or  are 
unlikely  to  be  effective  in  alleviating  the 
conditions  they  were  designed  to  affect; 

(B)  The  application  does  not  meet  the 
requirements  of  §  570.420(k)  with 
respect  to  the  extent  of  funding 
proposed  to  principally  benefit  low  and 


moderate  income  persons  and  having  a 
direct  impact  on  the  applicant's  needs; 

(C)  Proposed  activities  will  have  a 
detrimental  affect  on  low-  and 
moderate-income  persons  or  members  of 
minority  groups,  and  adequate  measures 
to  mitigate  those  effects  are  not 
proposed; 

(D)  Housing  goals,  locations,  and 
strategy  do  not  meet  the  criteria  of 
§  570.306(c)  or  §  570.430(b); 

(E)  The  proposed  program  does  not 
reflect  previous  requirements  of  HUD 
for  corrective  or  remedial  actions,  or 
activities  proposed  have  previously 
been  the  basis  of  such  requirements; 

(F)  Other  resources  necessary  for  the 
completion  of  the  proposed  activity  are 
no  longer  available  or  will  not  be 
available  within  a  reasonable  period  of 
time; 

(G)  The  activities  cannot  be 
completed  within  the  estimated  costs  or 
resources  available  to  the  applicant; 

(H)  The  applicant  has  received  other 
funds  for  the  activities  and  assistance 
under  this  Subpart  is  no  longer  required. 

(iv)  HUD  determines  that  the 
application  does  not  comply  with  the 
requirements  of  thi3  Subpart  with 
specific  regard  to  the  primary  purposes 
of  principally  benefitting  persons  of  low 
and  moderate  income,  or  aiding  in  the 
prevention  or  elimination  of  slums  or 
blight  or  meeting  other  community 
development  needs  having  a  particular 
urgency,  or  with  other  applicable  laws, 
or  the  application  proposes  activities 
which  are  ineligible  under  Subpart  C. 

(v)  Conditions  established  at  the  time 
of  invitation  have  not  been  fully  met. 

(vi)  There  is  new  evidence  of  a  lack  of 
performance,  or  capacity  of  a  recipient 
to  carry  out  the  proposed  activities. 

(vii)  Performance  under  the  HAP  is 
inadequate. 

(viii)  The  community,  or  community  in 
whose  behalf  the  application  is 
submitted,  has  an  outstanding  audit 
finding,  or  an  outstanding  monetary 
obligation  to  HUD. 

(4)  Letter  to  proceed.  HUD  may  issue 
a  letter  authorizing  an  applicant  to  incur 
costs  for  the  planning  and  preparation  of 
an  application  for  funds  available  under 
this  Subpart,  including  citizen 
participation  and  environmental  studies. 
Reimbursement  for  such  cost  is 
dependent  upon  HUD  approval  of  the 
application.  Only  those  costs  associated 
with  the  actual  cost  of  preparation  of  the 
application  may  be  assisted.  In  no 
instance  is  a  planning  or  preparation  fee 
reimbursed  when  it  is  based  upon  a 
percentage  of  the  assistance  received 
under  this  Subpart.  These  fees  must 
comply  with  the  requirements  set  forth 
in  §  570.200.  Costs  incurred  by  an 
applicant  prior  to  notification  of  a 
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funding  approval  or  issuance  of  a  letter 
to  proceed  by  HUD  are  not  eligible  for 
assistance  under  this  Subpart. 

§  570.434  Program  amendments  for  Single 
Purpose  and  Comprehensive  Grants. 

(a)  HUD  may  consider  amendments  if 
they  are  necessitated  by  actions  beyond 
the  control  of  the  applicant.  Recipients 
shall  request  prior  HUD  approval  for  all 
program  amendments  involving  new 
activities  or  alteration  of  existing 
activities  that  will  significantly  change 
the  scope,  location,  or  objectives  of  the 
approved  activities  or  beneficiaries. 
Approval  is  subject  to  the  following: 

(1)  New  or  significantly  altered 
activities  are  rated  in  accordance  with 
the  criteria  for  selection  applicable  at 
the  time  the  original  preapplication  was 
rated.  The  rating  of  the  new  program  or 
activity  proposed  by  the  amendment 
must  be  equal  to  or  greater  than  the 
lowest  rating  received  by  a  funded 
activity  or  program  during  that  cycle  of 
preapplication  ratings. 

(2)  Consideration  shall  be  given  to 
whether  any  new  activity  proposed  can 
be  completed  promptly. 

(b)  Housing  Assistance  Plan 
Amendments. 

(1)  Comprehensive  Grant.  Recipients 
shall  request  prior  HUD  approval  of 
Housing  Assistance  Plan  amendments 
when  any  of  the  following  conditions 
exist: 

(1)  The  recipient  proposes  a  reduction 
of  any  goal  for  housing  assistance 
pursuant  to  §  570.306(b)(3)(i)  or 

§  570.306(b)(4)(i); 

(ii)  The  recipient  proposes  the 
inclusion  of  a  goal  by  household  type  or 
housing  type,  not  previously  specified 
pursuant  to  §  570.306  (b)(3)(i)  or  (b)(4)(i); 

(iii)  The  recipient  proposes  to  exceed 
any  three  year  goal  by  housing  type  or 
household  type  by  the  percentage  cited 
in  24  CFR  Part  891; 

(iv)  The  recipient  proposes  a  revision 
of  the  general  locations  for  assisted 
housing  established  pursuant  to 

§  570.306(b)(3)(ii);  or. 

(v)  There  is  a  significant  change  in,  or 
new  data  available  regarding,  the 
conditions  of  the  housing  stock  or  the 
housing  needs  of  lower  income  persons. 

(2)  Single  Purpose  Grant.  Recipients 
shall  request  prior  HUD  approval  when 
any  of  the  following  conditions  exist: 

(i)  The  recipient  proposes  an  increase 
or  decrease  of  any  goal  by  housing  type 
or  household  type; 

(ii)  The  recipient  proposes  a  revision 
of  general  locations  for  assisted  housing. 

(c)  A-95  and  citizen  participation 
requirements.  Whenever  an  amendment 
requires  HUD  approval,  the 
requirements  of  this  Subpart  for  A-95 
review  and  citizen  participation  must  be 


met.  The  recipient  shall  provide  all 
appropriate  State  and  areawide  A-95 
clearinghouses  with  thirty  days  in  which 
to  review  and  comment  on  the  proposed 
amendment  prior  to  its  submission  to 
HUD. 

§  570.435  Modified  OMB  Circular  No.  A-95 
procedures  for  the  Small  Cities  Program. 

(a)  General. 

(1)  Applicants  for  grants  (both  Single 
Purpose  and  Comprehensive)  under  the 
Small  Cities  Program  must  comply  with 
all  of  the  procedures  set  forth  in  Part  I  of 
OMB  Circular  No.  A-95  except  as 
modified  below.  These  procedures  also 
require  that  program  amendments  which 
must  receive  HUD  approval  shall  be 
submitted  for  a  thirty  day  review  and 
comment  period  prior  to  submission  to 
HUD  pursuant  to  24  CFR  52.101(g). 

(2)  All  applicants  are  urged  to  contact 
their  A-95  clearinghouses  for  forms  and 
instructions  which  the  clearinghouses 
have  developed  to  facilitate  their 
reviews,  and  to  consult  with 
clearinghouses  during  the  development 
of  both  preapplications  and 
applications. 

(3)  Clearinghouses  will  be  of 
assistance  to  the  applicant  and  to  HUD 
if  their  reviews  address  the  appropriate 
performance  factors  (§  570.423(c)),  the 
criteria  for  selection  for  Comprehensive 
Grants  (§  570.424),  and  the  criteria  for 
selection  for  Single  Purpose  Grants 

(§  570.428),  as  well  as  the  “subject 
matter  of  comments  and 
recommendations"  in  item  5,  Part  I, 
Attachment  A  of  OMB  Circular  No.  A- 
95,  with  emphasis  on  consistency  with 
State,  areawide,  and  local  plans  and 
compliance  with  environmental  and 
civil  rights  laws. 

(b)  A-95  procedures  for 
preapplications. 

(1)  Each  applicant  is  required  to  notify 
the  appropriate  clearinghouses  of  its 
intent  to  file  a  preapplication  at  least  30 
days  prior  to  the  deadline  for  receipt  of 
preapplications  in  order  to  insure  that 
clearinghouses  have  an  opportunity  to 
provide  assistance  and  guidance  to 
preapplicants.  No  information  other 
than  intent  is  required. 

(2)  Preapplications  for  either 
Comprehensive  Grants  or  for  Single 
Purpose  Grants  shall  be  submitted  to  the 
appropriate  State  and  areawide  A-95 
clearinghouses  prior  to  or  concurrent 
with  the  submission  of  the 
preapplication  to  HUD.  The 
clearinghouses  shall  have  forty-five 
days  from  receipt  of  the  preapplication 
in  which  to  conduct  its  review  and 
provide  a  response  to  the  applicant  with 
a  copy  to  HUD.  The  clearinghouse  must 
clearly  identify  the  applicant  and  the 
activity  or  program  to  which  the 


comments  are  addressed.  HUD  shall  not 
make  a  final  decision  on  a 
preapplication  until  all  clearinghouse 
comments  are  considered,  or  if  no 
clearinghouse  comments  are  received  by 
HUD,  forty-five  days  after  the  deadline 
for  submission  of  preapplications. 
Applicants  are  urged  to  provide 
preapplications  to  the  clearinghouses 
prior  to  submission  to  HUD  whenever 
possible. 

(c)  A-95  procedures  for  full 
applications. 

(1)  Applications  and  annual 
submissions  of  multiyear  applications 
shall  be  submitted  to  the  appropriate 
State  and  areawide  A-95  clearinghouses 
prior  to  or  concurrently  with  submission 
to  HUD.  In  addition,  applicants  shall 
have  resolved  all  outstanding 
clearinghouse  findings  raised  at  the 
preapplication  stage  prior  to  submission 
of  the  full  application  to  HUD.  The 
clearinghouses  shall  have  forty-five 
days  from  receipt  of  the  application  to 
review  the  application  and  give  the 
comments  to  HUD  and  the  applicant. 

(2)  HUD  takes  no  final  action  on  the 
application  until  comments  have  been 
received  or  until  forty-five  days  after  the 
application  was  sent  to  the 
clearinghouse.  The  applicant  is  provided 
an  opportunity  to  respond  to 
clearinghouse  comments  before  HUD 
takes  final  action  on  an  application. 

(3)  If  the  A-95  review  comments 
contain  any  findings  of  inconsistency 
with  State,  areawide,  or  local  plans, 
significant  adverse  urban  impacts, 
noncompliance  with  environmental 
laws,  or  failure  to  provide  equal 
opportunity,  the  applicant  must  consider 
these  findings  and  state  what  action  it 
plans  to  take  as  a  result  of  these 
findings  and  the  reasons  therefor. 

(Title  I,  Housing  and  Community 
Development  Act  of  1974  (42  U.S.C.  5301  et 
seq.);  Title  I,  Housing  and  Community 
Development  Act  of  1977  (Pub.  L  95-123);  and 
Sec.  7(d)  Department  of  Housing  and  Urban 
Development  Act  (42  U.S.C.  3535(d))) 

Issued  at  Washington,  D.C.,  August  6, 1980. 
Robert  C.  Embry,  Jr., 

Assistant  Secretary  for  Community  Planning 
and  Development. 

[FR  Doc.  80-25449  Filed  8-20-80;  8:45  am) 

BILLING  CODE  4210-01-M 


